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Experience With Electric Rate Reduction 


By C. W. Kellogg 


Chairman, Engineers Public Service Company 


An address delivered before the Eastern Savings Division of the American Bankers Association, 


‘T is axiomatic that the growth of 

any business will be most vigorous 

and most sound if it is developed 
in tune with the fundamentals of the 
business in question. 

The outstanding characteristic of the 
electric service business, which distin- 
guishes it from the usual industrial un- 
dertaking, is not its monopoly feature, 
but the large proportionate size of its 
fixed investment. The monopoly feature 
is incidental and I will touch on it later; 
the investment character is inherent and 
fundamental and it is independent of 
who makes the investment. 

Based on U. S. Census figures, the 
investment in the average industrial en- 
terprise-in the United States is about 
$0.71 per dollar of annual gross busi- 
ness. With the electric companies this 
figure is $5 to $7 per dollar of gross 
business. The charges for depreciation 
and for a return on this investment, 
sufficient to attract capital to it, are 
about one-half the entire cost of doing 
business. Taxes in the last year have 
reached staggering proportions. In the 
case of Consolidated Gas of New York 
taxes in 1935 will be about 22 per cent 
of the gross earnings and for the elec- 
trical industry as a whole about 15 per 
cent of the gross. Thus about two- 
thirds of the total costs of electric com- 
panies are fixed independently of the 
exact amount of energy sold. The re- 
maining one-third of the costs are oper- 
ating expenses and maintenance and two- 
thirds of the, consisting mostly of pay- 
roll, go on somewhat independently of 
variations in the amount of energy sold. 
It is evident, therefore, that by far the 
larger part of the cost of electric service 
is fixed or semi-fixed. 

There are two conclusions which fol- 
low logically from the fundamental .na- 
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ture of the electric business which has 
just been stated: (1) that after the 
rates for the average amount of service 
for a given customer have in a measure 
cared for fixed charges, the rate for 
additional use can be drastically reduced 
and still show a profit; and (2) that 
any proposed “yardstick” for electric 
rates must be carefully scrutinized to see 
how fully it cares for the basic fixed 
charges involved in electric service. For 
example, the Tennessee Valley Author- 
ity has announced that only 50 per cent 
of the cost of the Norris Dam will be 
charged against power production, and 
the same ratio has been proposed for the 
Bonneville Dam on the Columbia River. 
This would make a yardstick, based on 
such an allocation of investment, only 
27 inches long so far as it might be used 
to measure the results obtained by any 
private company having to carry the 
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whole investment. ‘The exemption from 
taxes enjoyed by government undertak- 
ings would further cut the length of 
such a yardstick down to 21.6 inches 
and the use of the postal franking priv- 
ilege, reduced freight rates and the like 
could easily shrink the yardstick to about 
half the standard length. Such a yard- 
stick resembles more the bed of Procrus- 
tes than an accurate measuring instru- 
ment. 

To present adequately the matter of 
the rate reductions made possible by in- 
creased use of electricity requires fur- 
ther breakdown of the general state- 
ments previously made. 

First, as to the make-up of the electric 
business. Electric earnings are obtained 
in approximately equal parts from resi- 
dential customers, commercial customers 
(stores, hotels and small power users) 
and wholesale power customers. The last 
category is largely a competitive business 
where the cost to the customer must be 
less than it would cost him to furnish 
his own power. This form of economic 
competition exists also with the larger 
commercial customers and but slightly 
with the smaller commercial customers. 
With the residence customers electricity 
for lighting is nowadays non-competi- 
tive, but for other uses, like refrigera- 
tion, cooking and water heating, com- 
petition is encountered with the ice com- 
pany, the gas company and the coal 
company. Reduced rates for larger con- 
sumption make it possible to meet this 
competition so far as operating cost to 
the consumer is concerned, except where 
the availability of natural gas makes for 
low gas rates. 

I have emphasized operating cost to 
the customer because I want to bring 
out a point not generally realized by the 
public, namely, the magnitude of the 
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investment which the customer himself 
has either to make or to carry in utiliz- 
ing electric service. Of the 20,500,000 
residential electric customers in this 
country, the average annual consump- 
tion of electricity is about 630 kilowatt 
hours, representing an average diverse 
demand on the central power station of 
14 kilowatt per residence—i.e., an in- 
vestment by the electric company to 
serve him of about $150, largely repre- 
sented by distribution system investment. 
It has been conservatively estimated that 
the average residence has an investment 
in electric equipment of $330, or over 
twice as much as the entire investment 
of the electric company to serve him. In 
the desire of the electric company to sell 
more energy and the corresponding de- 
sire of the home-owner to obtain the 
comfort and convenience which he can 
get from using electric service more ex- 
tensively, the cost of the electrical equip- 
ment required to make this use is a 
greater stumbling block than the rates 
for electricity, provided these have been 
designed with intelligent regard to the 
rate necessary to make the additional 
service appear economically attractive to 
the customer. For example, the electric 
cooking business will not thrive on a 
rate much above 2%c per kwhr and 
water heating requires an even lower 
rate to make a general economic appeal. 

After the first few well-to-do families 
in any given community have purchased 
the larger household electrical equip- 
ment, strong sales resistance is encoun- 
tered from the great number of house- 
holders who would gladly make greater 
use of electricity in their homes, but can- 
not afford to buy the equipment required 
to do so. This leads naturally to install- 
ment sales and the latter in turn tend 
to provide longer and longer periods of 
payment. The ultimate in this direction 
has been attained by certain electric com- 
panies who offer to rent the larger house- 
hold apparatus. From the same cause 
has come continued pressure on the man- 
ufacturers (in which the TVA has been 
most effective) to reduce the prices for 
household electrical equipment. 

Having thus briefly stated the basis 
and nature of the problem, it is desir- 
able to be more specific as to the details 
of the design of inducement rates. Again 
using average figures, experience shows 
that lighting and small appliances alone 
represent a consumption per home of 25 
kilowatt hours per month—about 300 
kilowatt hours a year—and even as re- 
cently as 1925 the average residential 
consumption of the nation was only 398 
kwhr annually. Electrical refrigeration 
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on the average adds about 50 kwhr to 
the monthly consumption, electric cook- 
ing about 125 kwhr more and water 
heating 250 kwhr to that, making an 
average total from this ‘“‘full use” of 
450 kwhr per month, or 5400 kwhr per 
year—a total 18 times as large as that 
resulting from lighting and small appli- 
ances alone. From the basic principles 
I have cited it is clear that there is no 
reason why this larger consumption 
should cost the customer 18 times as 
much as the smaller, because it does not 
cost the company that much more. 

Rates which represent these considera- 
tions have been in use by all progressive 
electric companies for a number of years 
with satisfaction alike to the companies 
and to their customers. From 1925 to 
1934 the average annual residence con- 
sumption has grown 54 per cent (from 
398 to 631) and the average residence 
rate per kwhr has decreased over 27 per 
cent (from 7.3c to 5.3c). The end of 
this process in the United States is not 
yet in sight. The larger companies in 
the group I represent show average resi- 
dence consumption considerably above 
the national average; and one small 
property, where no gas is available, has 
a residential average of 1350 kwhr per 
annum. In Winnipeg, Canada, an an- 
nual average of 4000 kwhr per residen- 
tial customer has been attained. All of 
these figures are averages which are 
pulled down by the preponderance of 
very small customers; individual houses 
using 8000 to 9000 kwhr per year are 
not uncommon. 


Rates now in effect in one of our 
properties on the eastern seaboard serv- 
ing a medium-sized Southern city and 
surrounding territory are: 


Schedule effective throughout entire area 
serve, Jan. 1, 1935 


First ........ 25 kwhr. per month @ 6%c 
Ment ..:... 35 kwhr. per month @ 5c 
Next . .... 140 kwhr. per month @ 3c 
Excess . kwhr. per month @ 1%c 


Minimum Bill $1.00 


By comparing these with the zones of 
average consumption I have mentioned, 
it will be seen that electricity for light- 
ing costs 6%c per kwhr, for refrigera- 
tion an average of 4c and for cooking 
3c, with all excess at 1%c. At these 
rates there is a distanct inducement to 
the customer to utilize electricity for the 
purposes in question. Hence the term, 
“Inducement Rates.” 

Up to this point I have been dealing 
largely with arithmetic, which makes 
the problem sound fairly simple. In ac- 
tual practice, however, the matter is not 
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quite so simple. In the first place, you 
will note that for the average residential 
consumption of about 600 kwhr per year 
the inducement rates show very little 
saving. In the second place, the situa- 
tion is aggravated by the fact that the 
vast majority of homes do not use even 
the average consumption. Country-wide, 
the general statement may be made that 
two-thirds in number of the customers 
furnish but one-third of the residence 
revenue or about one-ninth of the total 
revenue. This overwhelming numerical 
majority of customers are, per kwhr, 
the most expensive to serve. The fixed 
expenses I mentioned are nearly as large 
for each of them as for their larger- 
consumption neighbors; so that, if these 
expenses were arithmetically divided 
among them on a kilowatt-hour basis, 
the resulting rate, though perhaps accu- 
rate, would be so high as to cause great 
discontent—and two-thirds of an elec- 
tric company’s customers discontented 
means two-thirds of the voters discon- 
tented. In a word, our old friend ‘‘pol- 
itics” comes inevitably into this picture. 

This political question, like any other 
political question in a free country, has 
to be compromised in some reasonable 
way. The reason it has to be compro- 
mised is that if the effort should be 
confined to getting the lowest possible 
average rate, even this could not be 
brought low enough to make electric 
cooking and water heating economically 
attractive to the householder, with the 
result that these uses would not gener- 
ally be made and hence the very thing 
aimed for (lower rates through greater 
consumption) would fail. This is mere- 
ly another way of saying that the cost 
of serving the small customer has to be 
carried in part by the larger customer, 
who, due to his better consumption, 
should really be entitled to the entire 
saving which his production effects. In 
the state-owned and operated Ontario 
Hydro Power System in Canada, polit- 
ical considerations have been given full 
sway by reducing residential rates for 
the little fellow at the expense of the 
commercial and large users, resulting in 
a restriction of use by the latter, which, 
when taxes are allowed for, produces 
higher over-all average rates than in cor- 
responding territory in New York State. 

There are very few so-called “top 





rates” (meaning thereby the rate per 
kwhr for the first block consumed) in 
this country lower than 5c per kwhr 
and where the top rate is lower than this, 
the size of the blocks of energy at lower 
rates is such as to produce about the 
same average result. At a 5-cent rate 
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for the top step or block, the two-thirds 
majority I mentioned pay for about 60 
per cent of the cost of serving them, 
which I think you will agree is all the 
subsidy the little fellow could reason- 
ably expect from the large user—espe- 
cially when such “larger user’ is not 
necessarily a wealthy person but merely 
one who makes a large use of electricity. 

In addition to the inducement rate I 
have described, and having an eye both 
to the political skies and to the commer- 
cial effect, some companies have been 
lately announcing so-called ‘‘objective 
rates,” which are merely a schedule pro- 
viding for specific cuts as and when cer- 
tain designated figures as to average resi- 
dential consumption shall be attained by 
the community. Such objective rates 
tend to show the public that the com- 
pany is sincere in its purpose to reduce 
rates as rapidly as conditions warrant 
and should tend to quiet rate agitation 
during the development period. 

This leads to my final point as fol- 
lows: It is easy for uninformed enthu- 
siasts, viewing the success which electric 
companies have had in making up for 
rate reductions by increased consump- 
tion of electricity, to jump to the con- 
clusion that rate reductions in and of 
themselves produce more revenue, with 
the equally ill-considered corrollary that 
the more the reduction the greater the 
earnings. A moment’s thought will show 
the absurdity of this reasoning, the logi- 
cal result of which would be that the 
greatest earnings would come from no 
rates at all. 

Perhaps the clearest analogy can be 
found by considering the effect of exer- 
cise on the human body. The immediate 
effect is to tear down cells and thus 
reduce bodily strength; the beneficent 
effect comes from the heart rebuilding 
the lost tissues and perhaps building back 
more than the original amount, all due 
to the stimulus of the destruction pro- 
duced by the bodily exercise. The right 
amount of exercise is that.from which 
the body can build back without injury ; 
too little means fatty degeneration, too 
much means exhaustion—in extreme 
cases death. 

The same principles apply to rate re- 
duction: too little means atrophy and a 
discontented public; too much at one 
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time could easily seriously injure a com- 
pany’s credit, with bad effects on the 
quality of service, or, in extreme cases, 
bankruptcy. The proper amount of re- 
duction is that from which the company 
making it can recover within a reason- 
able period and with the application of 
intensive sales activity. With the speed 
of heart action, the human body recoups 
from the wear of exercise at the most in 
a few hours. An entire community, due 
to its much greater size and the time it 
takes to sell people an idea and for them 
to act on it, reacts much more slowly. 
It often takes from one to one and a half 
years to build back from a substantial 
rate reduction. 

Metaphors and analogies are danger- 
ous things, since they seldom fit all 
points of the case. In the matter of rate 
reductions each successive cut makes sub- 
sequent ones more risky and difficult; 
for if they do go to the extent of really 
hurting a company financially, the pub- 
lic will lose in the end from poor ser- 
vice. While, as stated earlier, the end 
of rate reductions is not yet in sight, on 
the other hand the public should realize 
that there is no white rabbit magic 
about it—it is intensely practical—and 
every situation that arises should be fair- 
ly considered on its merits. The rapid 
growth of taxation recently has had a 
deterrent effect and drastic inflation 
could easily cause rates to go up instead 
of down. 

In present-day discussions the subjects 
of rates and water power are so inter- 
woven in the public mind that any gen- 
eral discussion of one would be incom- 
plete without at least a brief statement 
about the other. Under the stimulus of 
the New Deal the whole country has 
gone wild on the subject of water power, 
or, with the more common use of the 
Greek word that means the same thing, 
hydro. Here are the facts: using aver- 
ages, the ordinary electric company from 
all its business takes in, gross, about 2c 
a kwhr. With its plant built, its busi- 
ness developed and its employees or its 
payroll, the out-of-pocket cost for the 
fuel to make a kilowatt hour in a steam 
plant is about 3 mills. The correspond- 
ing out-of-pocket cost with a hydro plant 
is of course zero; but on the average the 
greater unit investment cost of hydro 
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plants and their transmission lines makes 
fixed charges higher by about the same 
3 mills, so that on the average there is 
practically nothing to choose between 
the two. If, departing from the aver- 
age, we compare a small steam plant 
with expensive fuel with a nearby and 
economically sound hydro plant, the ad- 
vantage is, of course, with the hydro; 
but, by a corresponding departure on 
the other side, a modern steam station, 
with ample condensing water and aver- 
age fuel price, is a cheaper service of 
supply than a distant and uneconomical 
hydro plant. Here again each must be 
considered on the merits of the indi- 
vidual case. 

With some notable exceptions, hydros 
suffer from one or both of the following 
handicaps as compared with a good 
steam plant located at the load center: 
either the necessity for a relatively large 
investment in steam plant capacity to 
make up for the seasonal and annual 
variations in stream flow, or the menace 
of major service interruptions due to 
the effect of sleet, tornadoes or lightning 
on transmission lines. On both of these 
matters I can speak feelingly after many 
years’ experience with them. 

In a word, speaking of average con- 
ditions, hydro power is not necessary for 
low rates and will not produce as re- 
liable service. 

Summarizing, I have tried to show 
that, due to the large proportion of the 
total costs of furnishing electricity that 
is relatively fixed, rates for residential 
electricity can be progressively reduced 
and earnings still maintained, provided: 
the reduced rate structure is so designed 
as to encourage and realize greater use 
of electricity and that the amount of 
reduction at any one time is not-so great 
as seriously to weaken the company. I 
have stated further that, following these 
principles, residential rate reductions can 
go substantially further than they have 
yet (barring excessive taxes and infla- 
tion) and that at present, on the aver- 
age, water power can have little if any 
effect on the costs of residence service. 
Hydro power may in fact come to have 
a substantial effect on residence rates (as 
contrasted with costs), but the effect 
will be political in origin, even though 
economic in result. 
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TVA’s Budget 


A Glimpse of the Dollars and Cents Side of the Tennessee Valley “Experiment” 


Reprinted from a pamphlet of the National Coal Association, by permission 


HE dollars and cents side—from 
the taxpayers’ standpoint—of the 
TVA “experiment” is of manifest 
importance. Some insight into the com- 
plicated financial affairs of the Tennes- 
see Valley Authority may now be ob- 
tained from an examination of TVA’s 
budget summary and supporting sched- 
ules which occupy a dozen pages in 
the 871l-page document known as the 
“Budget for Fiscal Year of 1936,” and 
which was sent to Congress at the be- 
ginning of the present session. 

In creating the TVA two years ago 
Congress provided it with 50 million 
dollars in cash and the permission to 
issue on its own account, but with gov- 
ernment guaranty, 50 million dollars in 
bonds in the event it needed additional 
funds for further water power develop- 
ment. These limits—50 million cash 
and 50 million bonds—were then sup- 
posed to represent the maximum cost of 
the T'VA experiment. Thus launched 
in the power and fertilizer business, the 
TVA was publicized as a self-support- 
ing and ultimately self-liquidating ven- 
ture. 

TVA has not resorted to its bond 
issue and has indicated it has no present 
intention of doing so. The bonds are to 
be held in reserve—a final recourse if 
the day ever comes when Congress locks 
the doors of the Treasury. 

No specific appropriation by Congress 
for the TVA was necessary last year 
‘because Congress generously designated 
the TVA as one of the agencies per- 
mitted to share in the emergency public 
works fund, and the President gener- 
ously allotted to TVA 25 million dol- 
lars. 

This 25 million was only half the 
amount for which TVA asked last year. 
But with the 50 million dollars given 
TVA by the original Act of Congress, 
it makes a total of 75 million dollars in 
cash from the U. S. Treasury which 
TVA has had to date. 


TVA Reports: 


Its total actual expenditures 

for the 12 months ending 

June 2A, 2954......... $13,227,763 
Its estimated expenditures 

for the 12 months ending 


June 30, 1935......... 70,571,336 


Its estimated expenditures 
for the 12 months ending 
june 30, 1936......54. 63,379,954 


Three-year total is $147 million. 


TVA does not claim that this entire 
sum will all have been actually spent by 
June 30 of next year, but it will all 
have been “obligated.” On a strictly 
cash basis, TVA reports its disburse- 
ments, past, present and prospective, as 
11 millions last year; 38 millions this 
year, and 46 millions next year. 


TVA Now Seeks An Appropriation from 
Congress for the Coming Fiscal Year 
of $56,785,152 


(Note: Besides the $75,000,000 TVA has 
already had and in addition to this new 
appropriation of $56,785,152, the budget 
summary reveals that TVA is counting on 
an “allotment” this year of $5,300,000 from 
“other emergency moneys.’) 


The foregoing figures do not measure 
the total prospective cost of the TVA. 
The TVA has neither cost limit nor 
time limit. 

TVA Chairman Morgan, testifying 
last year before the congressional com- 
mittees, “guessed” that 300 million dol- 
lars might cover the total cost of TVA’s 
“immediate” dam building and power 
distribution program. The fertilizer 
program and regional development pro- 
gram would be extra. 

Dr. Morgan’s estimates of subsequent 
TVA appropriations were: 

41 million dollars for 1937 
45 million dollars for 1938 
40 million dollars for 1939 


TVA’s Own Allocation of Its 
Expenditures 


Water Control Program— 


i, rere $5,858,923 
5 ere 41,266,325 
ae 32,718,948 
$79,844,196 
Electricity Program-— 
ok. Sere $1,772,830 
See 17,260,260 
se 16,106,006 
———._ 35,139,096 
Fertilizer Program— 
jh Sir $553,142 
ae 3,099,424 
i 4,010,000 


7,662,566 


Page 68 


Regional Development— 


i ee $2,299,789 
pa 4,976,002 
Lo 5,905,000 
———— 13,180,791 
Administrative— 
Co ae $1,137,301 
Ce 1,900,583 
POWs ossa.s 2,040,000 
————— 5,077,884 
Service Activities— 
ht ee $1,605,778 
 —— 2,068,742 
PYS6 saa 2,600,000 
———— 6,274,520 
0 EESSGn ay a eee seed ee $147,179,053 


TVA’s Budget Figures Reveal Its Magic 
Formula For “Cheap” Electricity 


TVA assigns 24 per cent of its total 
expenditures (35 million dollars out of 
147 million dollars) to its “Electricity 
Program” and all the rest to other func- 
tions. 

The construction costs of its dams it 
assigns to ‘Water Control Program” to 
be later distributed to navigation, flood 
control, national defense and power. 

Muscle Shoals expenses of “general 
operations” is grouped under “Service 
Activities.” The cost of the town of 
Norris is assigned to “Regional Devel- 
opment.” 

TVA’s budget schedules contain no 
items of interest and no items of taxes, 
but “depreciation” has already made its 
appearance. Deductions of ‘deprecia- 
tion” help shrink the capital cost on 
TVA’s balance sheet. 

Norris dam and power house, as yet 
only half finished, takes a depreciation 
deduction of $100,000 last year, $1,000,- 
000 this year, and $791,688 next year. 

Wheeler dam takes one million dol- 
lars of “depreciation”’ before it gets into 
operation. 

The construction cost of the town of 
Norris is shown to have been $1,745,- 
421 up to June 30 last year, plus 
$1,471,509 this year, total $3,217,030. 
For the development of ‘community 
settlements in the Norris area” TVA 
budgets itself with $500,000 this year 
and $2,000,000 next year. 





RLU TEES 














191 


884 


520 
053 
gic 


otal 
t of 
city 
inc- 


is it 
y 


to 
ood 


eral 
vice 
1 of 
vel- 


no 
Lxes, 
e its 
ecia- 
on 


, yet 
ition 
)00,- 
year. 

dol- 


into 


n of 
/45,- 
plus 
030. 
inity 
TVA 


year 








2 CRUD 








March, 1935 


“Maintenance and operation” of town 
of Norris this year is figured at $173,- 
983 and for next year $200,000 (with 
nothing for interest, taxes or deprecia- 
tion) and all charged to “Regional De- 
velopment.” “Rentals, etc.,” from the 
town of Norris are figured at $108,613 
this year and $150,000 next year. When 
it comes to “electric revenues” the town 
of Norris again bobs up and TVA esti- 
mates $20,000 from the town this year 
and $30,000 next year to help swell its 
electricity income. 


TVA’s Gross Revenues Were: 


BAe CRONE): i060. scales way esd $ 862,588 
1935 (estimated) .........5.. $3,021,313 
1936 (estimated) ............ $6,210,000 


These: figures are the totals which 
TVA puts into its budget summary. 
They are not “profits.” They are not 
even ‘“‘net income.” They are the “gross 
receipts” from all sorts of. sources, in- 
cluding receipts from “(VA’s own sub- 
sidiaries and interdepartmental switch- 
ing of accounts. 

Not all these “revenues” are related 
to T'VA’s “electrical operations.” . They 
include a figure of $570,000 as estimated 
revenue from “fertilizer operations” this 
year: $1,340,000 from this source next 
year. 

TVA’s total revenues from its elec- 
trical operations last year were $812,- 
574, and of this amount $791,182 was 
received from the Alabama Power Com- 
pany in payment for TVA electric 
power purchased by the Alabama com- 
pany. 

TVA’s estimated revenues from elec- 
trical operations this year are $2,208,- 
000, of which $1,000,000 is assigned as 
the prospective revenue from the present 
privately owned electric light and power 
properties at Knoxville, which TVA has 
been trying to purchase from Tennessee 
Public Service Co. 

TVA has estimated its total revenues 
from electrical operations next year at 
$4,600,000, and of this amount $2,000,- 
000 is counted on from Knoxville. The 
Knoxville purchase has not yet been con- 
summated. It is tied up in litigation. It 
may never be consummated, and, if ever, 
it looks to be a long time ahead. 

No wonder TVA was in haste to ac- 
quire Knoxville and indignant when the 
sale was blocked. For it was relying on 
Knoxville to provide nearly 50 per cent 
of its electric power revenues this year 
and next year. 


TVA’s Splurge For Research 


For coal research $100,000 is budg- 
eted this year and $125,000 next year, 
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and for ceramic research $125,000 this 
year and $175,000 next year. Both of 
these items are in the ‘Regional Devel- 
opment Program’”’ schedule. TVA sets 
up another $100,000 next year for “coal 
research and semi works plants” in its 
“Fertilizer Program” schedule. 

For “surveys and promotion of indus- 
tries” it lists $181,784 this year and 
$180,000 next year, charged up to “Re- 
gional Development Program,” as well 
as $700,000 next year for “research” of 
unspecified character, and $87,628 for 
“social studies research” this year and 
$100,000 next year, and for “research” 
in agricultural development $110,680 
this year and $150,000 next year, and 
for “demonstrations” $165,273 this year 
and $500,000 next year. 

These large items are all additional 
to separate and individual budgetary 
items for “archeological survey,” ‘“wild- 
life studies” and “basic studies in public 
health” and “tree crops experiments” 
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and “industries and power market 
studies.” Expenditures of more than a 


quarter of a million dollars are classified 
as “employee training.” For “sales pro- 
motion” TVA budgets $100,000. 

In TVA’s schedule of its “Electricity 
Program” and under heading, “‘construc- 
tion and acquisition,” the principal items 
in 1936 column are “miscellaneous high 
tension lines & substations, $4,250,000; 
industrial lines & extensions, $1,864,- 
700; purchase of. more transmission sys- 
tems, $5,017,000.” 

TVA allows itself $2,262,983 this 
year for “tributary dam or dams” not 
specified, and $6,000,000 for this pur- 
pose next year; and for “engineering and 
preliminary design” on “main river 
dam,” $150,000 this year and $1,500,- 
000 next year. These are items in its 
schedule of “Water Control Program” 
and are additional to estimates for Nor- 
ris. Wheeler and Pickwick dams. 


Judges Appointed for Prize Contests 


Me: FRANK W. SMITH, chair- 
man of the prize awards commit- 
tee of the Edison Electric Institute, has 
announced the appointment of the judges 
of the entries for the several prize 


awards administered by the Institute for 


1935. 

The closing date for papers entered 
for the Byllesby, Forbes, Lindemann 
and McGraw prizes was March Ist, 
while the closing date for the remaining 
contests is April Ist. The papers sub- 
mitted for the former prizes will shortly 
be reviewed by the judges. Announce- 
ments of the winners will be made at 
the convention in June. 

The judges are: 


H. M. BYLLESBY PRIZES 

Dean Jonn T. Mappen, Chair- 
man, New York University, Wash- 
ington Square East, New York City. 

B. F. BraHEeNney, Vice-President, 
Byllesby Engineering & Management 
Corp., 231 South LaSalle St., Chi- 
cago, IIl. 

WitiiaAM Paxton Litt te, Niag- 
ara Hudson Power Corporation, 15 
Broad Street, New York City. 


B. C. FORBES PRIZE 
P. L. THomson, Chairman, Di- 
rector of Public Relations, Western 
Electric Company, 195 Broadway, 
New York City. 


Bruce Barron, President, Batten, 


Barton, Durstine & Osborne, Inc., 
383 Madison Avenue, New York 
City. 

Judge C. W. Appieton, Vice- 


President, General Electric Company, 
570 Lexington Avenue, New York 
City. 


A. L. LINDEMANN PRIZES 


EarL WHITEHORNE, Chairman, 
Assistant Vice-President, McGraw- 


Hill Publishing Company, 330 West 
42nd Street, New York City. 

KATHERINE FisHer, Director, 
Good Housekeeping Institute, Eighth 
Avenue and 57th Street, New York 
City. 

W. F. Henze, President, Electric 
Kitchen Times, 608 Caxton Building, 
Cleveland, Ohio. 


JAMES H. McGRAW PRIZES 

R. H. Tapscorr, Chairman, Vice- 
President, The New York Edison 
Company, + Irving Place, New York 
City. 

Louis Exuiort, Consulting Me- 
chanical Engineer, Electric Bond & 
Share Company, 2 Rector Street, 
New York City. 

L. W. W. Morrow, Editor, Elec- 
trical World, 380 West 42nd Street, 
New York City. 
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CHARLES A. COFFIN AWARD 

Tuomas N. McCarter, Chair- 
man, President, Edison Electric Insti- 
tute; President, Public Service Cor- 
poration of New Jersey, 80 Park 
Place, Newark, N. J. 

Kart Taytor Compton, Presi- 
dent, Massachusetts Institute of 
Technology, Cambridge, Mass. 


Frank W. SmitrH, Chairman, 
Prize Awards Committee — Edison 
Electric Institute; President, The 
New York Edison Company, 4 Irving 
Place, New York City. 


GEORGE A. HUGHES AWARD 
Marvin Knicut, Chairman, Vice- 
President, J. Walter Thompson Com- 


pany, 420 Lexington Avenue, New 
York City. 
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Exit C. BeENnetTT, President, Ben- 
nett-Watts-Haywood Company, 1836 
Euclid Avenue, Cleveland, Ohio. 


W. FE. Uwnperwoop, Lord & 
Thomas, 247 Park Avenue, New 
York City. 


THOMAS W. MARTIN AWARD 
J. S. Trirte, Chairman, Vice- 
President, Westinghouse Electric & 
Mfg. Company, East Pittsburgh, Pa. 


Puiuip S. Rose, Editor, Country 
Gentleman, c/o Curtis Publishing 
Company, Philadelphia, Pa. 

Dr. E. A. Wuire, Director, Com- 
mittee on Relation of Electricity to 
Agriculture, 58 East Washington 
Street, Chicago, III. 





Recent Statistics of Interstate Power 


Power Crossing State Lines Accounts for Only One-Quarter of One Per Cent 
of Gross Revenue 


pos following table shows the 
amount of interstate transfers of 
electric current during the past several 
years and the ratio which this amount 
bears to the total power generated by 
the electric light and power industry in 
the United States: 

Interstate Per 
Movement Cent 


9,314,288,000 11.7 
11,134,284,000 12.5 
11,901,681,000 13.5 
12,488,401,000 14.6 
12,595,460,000 16.4 


Kilowatthours 
Generated 


1928 80,453,498,000 
1929 90,084,428,000 
1930 88,591,736,000 
1931 85,575,307,000 
1932 76,885,248,000 
1933 79,259,087,000  14,146,000,000 17.8 
1934  84,532,153,000  14,800,000,000 17.5 
It will be observed from this table 
that the amount of interstate power has 
been increasing throughout the period 
and that with the exception of the last 
year the ratio also has been increasing; 
that is, the amount of interstate power 
has increased faster than total genera- 
tion. The growth of the percentage of 
interstate power reflects in part the com- 
pletion and effectuation of interconnec- 
tion programs, but to a still greater ex- 
tent it results from the building and 
placing in operation of a few very large 
generating plants located across state 
boundaries from their markets. 
Two-thirds of the entire interstate 
business in electric power comes from a 
very few plants, twenty-five water power 
and eight steam plants. Notable among 
these are the State Line steam plant of 
East Chicago, supplying the Chicago 
market but located just over the line in 
Indiana; the Conowingo, Maryland, 
hydroelectric plant, supplying the city of 


Philadelphia; and the Cahokia steam 
plant, supplying St. Louis, Missouri, 
from the Illinois side of the Mississippi. 
Two of these generating plants, the 
Conowingo and State Line generating 
stations, which came into full operation 
during the period covered by these statis- 
tics, contribute almost 20 per cent or 
one-fifth of all interstate power and 
have been largely responsible for the in- 
creases shown in the table. 

A glance at the map of the United 
States shows how many of the large 
cities of this country are located on 
waters which form state boundaries. 
Consequently, although the supply of 
power is inherently a local matter, in the 
search for the best location for power 
generating sites, a number of stations 
have been located across state lines. 

The bulk of interstate power flows in 
one direction and is carried over a com- 
paratively few interstate lines. Power 
traded back and forth amounts in kilo- 
watthours to about one-sixth of the total 
interstate transfer of power. 

Practically all interstate sales of power 
are at wholesale rates. Retail transac- 
tions amount to a negligible fraction of 
I per cent. 

Interstate power transfers taking 
place between divisions of the same com- 
pany operating in two or more states 
account for about half of the total. Al- 
most an equal amount takes place be- 
tween affiliated companies, and only 6 
per cent of the total interstate power 
business is between non-affiliated com- 
panies. 
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Expressed in terms of total power 
generated in the United States, 8214 per 
cent of the total supply is intrastate, 
16% per cent is transmitted over state 
boundaries but the transaction remains 
within the same company or is between 
affliated companies, and only 1 per cent 
of the total is transferred between non- 
affiliated companies across state lines. 

The total amount paid for this inter- 
state power between non-affiliated com- 
panies amounts to less than $5,000,000 
per year, or about one-quarter of 1 per 
cent of the gross revenue for the entire 
electric light and power industry. 

State or other local regulatory author- 
ities, according to legal opinion based 
upon decisions of the Supreme Court, 
have jurisdiction over interstate power 
transactions within the same company or 
between affiliated companies. Only those 
interstate power sales between non-affil- 
iated companies are exclusively within 
Federal jurisdiction so far as concerns 
the direct regulation of the wholesale 
rate. Of course, the rates which may be 
charged the ultimate consumers, in all 
cases, are subject to control by state or 
other local authority. Lack of power to 
control this wholesale rate for interstate 
power transfers between non-affiliated 
companies constitutes the so-called gap 
in local regulation. The width of this 


gap is indicated by the fact that the . 


amount of money involved is about one- 
quarter of 1 per cent of the gross rev- 
enue of the industry. 


Missouri Valley Engineer- 
ing Group Meeting 

The seventh annual meeting of the 
engineering group, Missouri Valley 
Electric Association, was held at Kan- 
sas City on Feb. 18 and 19, with two 
hundred and forty men registering to 
participate. Of this number, one hun- 
dred and seventy men were representa- 
tives of central station companies. 
Twenty-nine electric companies and two 
telephone companies in the five states, 
Iowa, Kansas, Missouri, Nebraska, and 
Oklahoma, took part. 

Two full days were devoted to group 
meetings with percentage of attendance 
remarkably high. 

Meeting at the same time and place 
was the general power group, which has 
been engaged in perfecting an organiza- 
tion cooperating with the sales group 
and engineering group, but not a part of 
either. About thirty men attended this 
two-day meeting.—T. B. 
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Private vs. Government Ownership and 
Operation of Public Utilities 


By John E. Zimmermann 


President, The United Gas Improvement Company 


Abstract of Address before Wharton School, University of Pennsylvania, on January 10 


LTHOUGH the sponsors and pro- 
moters of the Federal program 
are not prepared at present to 

admit it, the logical issue presented to 
the people of the United States as rep- 
resented by the TVA and other gov- 
ernment yardsticks is: Shall these great 
utility services continue to remain in the 
hands of private investors, or shall they 
gradually pass into the control and man- 
agement of Government—Federal, State 
and local? 

The job which the electric industry, 
without realizing it, undertook when the 
Pearl Street Station was put into op- 
eration in 1882 was not merely to sup- 
plant gas lights with electricity. It was 
nothing less than to electrify American 
industry; to quicken the wheels of 
progress of the nation; to transfer the 
burden of labor from the backs of men 
and women to the electric motor; to 
increase the productive capacity of the 
American laborer and thereby make it 
possible for him to share to a greater 
and greater extent in the product of his 
labor. 

The development and _ accomplish- 
ments of the electric industry demon- 
strate convincingly, to my mind, that it 
has at least measurably fulfilled its mis- 
sion. 

In the years that followed there en- 
sued a fierce struggle among rival in- 
terests over franchises. As a result, for 
many years, indeed until the early part 
of this century, the industry went 
through a period of intense and destruc- 
tive competition. 


Competition Not in Public Interest 


Gradually the public authorities, the 
investing public and the consumers came 
to a realization that competition in elec- 
tric service was not in their interest. 
Corruption in the awarding of utility 
franchises resulting from the scramble 
of conflicting interests and the wretched 
service resulting from competitive con- 
ditions, proved by bitter experience that 
competition between utilities was waste- 
ful and uneconomic. 

Therefore, judged by past experience, 


_ the present Federal policy of competing 





MR. ZIMMERMANN 


with the light and power business can- 
not be considered in the nature of an 
experiment, since the declared present 
policy of nearly all the states in the 
Union that the electric industry should 
be a regulated monopoly grew out of the 
disastrous experience gained from un- 
controlled competition in the first 25 
years of its history. 

This principle was laid down nearly 
20 years ago by the Public Service Com- 
mission of Pennsylvania in the case of 
the Phoenix Water Power Company, 
as follows: 


“The competitive theory in the operation 
of public utility enterprises has long since 
been exploded. It is obvious that the dupli- 
cation of plant and cost of operation is an 
economic waste in most cases, because the 
consumptive power of a community has limi- 
tations as to quantity.’ 


For a proper appraisal of the wisdom 
of this and similar declarations a short 
review of the history and achievements 
of the electric industry during the last 
52 years will be helpful. 

From an initial investment of less 
than one million dollars, that industry 
has expanded into one of the greatest 
in the United States, with an investment 
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of about 12 billion dollars. Between 
1920 and 1930, its average capital ex- 
penditures were between 600 and 700 
million dollars annually. In 1930 at 
the request of the President of the 
United States and as an evidence of co- 
operation with the Government, the 
electric industry spent nearly one bil- 
lion dollars in enlargement of its plants 
and facilities. 

The installed generating capacity of 
the Pearl Street Station was approxi- 
mately 720 horsepower, while for the 
entire nation the figure stands today at 
more than 4414 million horsepower. 
Service has been so extended that now 
208,000 circuit miles of high tension 
transmission lines, 250,000 miles of 
urban and 100,000 miles of rural dis- 
tribution lines are in use. The indus- 
try’s customers number more than 24 
millions and use in excess of 70 billion 
kilowatt hours annually. 

Instead of charging all that the traf- 
fic will bear, as is claimed by some of 
the critics of the industry, its far-sighted 
leaders have for many years recognized 
that success lay in a policy of a large 
volume of sales at a small profit per unit 
rather than less volume at a greater 
profit per unit. 

The effect of this policy is illustrated 
by the fact that in 1914, the average 
domestic use of electricity was 268 kwhr 
per year, while in 1934, such use had 
risen to 623 kwhr or an increase of 
132 per cent. On the other hand, dur- 
ing the last 10 years the average domes- 
tic rate has declined from 7.30c to 5.34c 
per kwhr, or 27 per cent, despite the 
fact that in 1933 taxes took a toll of 
12.72 cents out of every dollar of sales 
and today have increased to the point 
where they are considerably in excess 
of that figure. 


Consolidations and Mergers 


The financial losses and the poor ser- 
vice resulting from disastrous and de- 
structive competition between contend- 
ing interests in the electric field not only 
resulted in the establishment of Public 
Service Commissions, but also brought 
about the merger and consolidation of 








Page 72 


these properties as an additional remedy 
for such an uneconomic condition. Ex- 
amples of the benefits to the public 
which have resulted from mergers and 
consolidations are not wanting—bene- 
fits that could not have been achieved 
in any other way. 

Let me illustrate by an example taken 
from what now constitutes the Phila- 
delphia Electric System. This is not 
exceptional. In the year 1923 a cus- 
tomer in Doylestown, who paid $3 for 
electricity, now pays for the same 
quantity $1.60, or 47 per cent less, 
and if his bill was $6 then, he now 
pays $2.80 or 53 per cent less. 

These mergers and consolidations into 
large systems, so typical of American 
practice and which have resulted in such 
phenomenal growth, are in contrast to 
the conditions which existed until re- 
cently in Great Britain and which 
greatly retarded development there. 
British laws prohibited the distribution 
companies from merging. As a result 
in Greater London there were 50 
separate systems for electrical supply 
from 70 generating stations; with 24 
different distribution voltages and 10 
different frequencies. Appliances in use 
on one side of a street served by one 
company were not necessarily usable on 
the other side of the same street served 
with electricity by another company. 


The British “Grid” System 


These conditions became so intoler- 
able that there resulted the establish- 
ment of the so-called “grid” system, 
which resembles closely the American 
system of interconnection with the maxi- 
mum utilization of the most efficient 
stations. The “grid” system is nothing 
more or less than a power pool, under 
the direction of the Central Electricity 
Board. This Board does not own a 
single generating station, nor does it 
have any supervision, either directly or 
indirectly, over local distribution or 
rates charged to consumers. You will 
note the fundamental difference from 
our TVA where the Federal govern- 
ment not only fixes the wholesale rates 
to be paid by a municipality for its sup- 
ply of electricity, but also fixes the maxi- 
mun rates for resale by the municipality 
to its inhabitants. 

In the United States in order to 
stimulate the sale of electricity, the light 
and power companies have for many 
years been actively engaged in the sale 
of electric appliances directly, and have 
encouraged dealers, distributors, depart- 
ment stores, drug stores and others to 
push the sale of electric appliances. 
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Thirteen Billion Invested in Appliances 


The chairman of the Federal Power 
Commission is authority for the state- 
ment that the customers of electric com- 
panies have invested about 13 billion 
dollars in electric appliances in their 
homes, and that therefore the customers 
have more money at stake than has the 
electric industry by reason of its in- 
vestment in plants and facilities. Ma- 
ture reflection will convince any one 
that this enormous outlay for appliances 
on the part of customers could not pos- 
sibly have been made unless the price 
of electricity was about right, and con- 
stitutes, it seems to me, an effective an- 
swer to all the political propaganda that 
rates have been too high. I also submit 
that this figure of the chairman is the 
best possible answer to the charge that 
the utility companies have not sufh- 
ciently promoted the use of electric ser- 
vice. 

In the face of this extraordinary de- 
velopment of the electric industry, what 
are we offered by the Government to 
take its place? We are offered the 
TVA “yardstick” plan, which, whether 
or not so intended, must logically and 
inevitably lead the country to the com- 
plete socialization of the light and power 
business. In other words, the plan leads 
to government ownership and operation. 


Government in Business 


The only time when the Government 
in business issue was squarely presented 
to the people of the United States in a 
national election was in 1908, when Mr. 
Bryan as the Democratic candidate for 
President, advocated government owner- 
ship of the railroads and was 
whelmingly defeated. 

I find it difficult to believe that our 
people will be better off under govern- 
ment ownership and operation of utili- 
ties than under private ownership and 
operation. No matter where you may 
look you will find that actual experience 
with government in business has proved 
the contrary and has frequently been 
followed by regret. 


OVET- 


The history of government ownership 
of canals, shipping and railroads in this 
country has demonstrated conclusively 
to my mind the impossibility of business 
enterprises being successfully conducted 
by a political organization such as the 
Government. 

By the use of the taxpayers’ money 
and by arbitrary methods of bookkeep- 
ing it may be that the Government will 
be able to show—until the day of 
reckoning arrives—that it has succeeded 
in saving less than half the price of a 
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package of cigarettes in the average 
user’s daily electric bill! In addition, 
the Government’s accounting will very 
likely be without the proof or rigid re- 
quirements to which business is sub- 
jected. ; 

Our neighbors in Canada, in the 
Province of Ontario and elsewhere, have 
had state ownership of business enter- 
prises in one form or another for many 
years. The result .is well described in 
an editorial which appeared in the Mon- 
treal Daily Herald of Dec. 19, 1934, 
from which I partially quote: 


“State ownership of business enterprises is 
a Utopian fallacy that, like a will o’ the 
wisp, leads into a bog of endless trouble. Its 
evils are writ large upon Canada now. 

“Take the railways. State ownership be- 
gan with the old Intercolonial, which looked 
like a boon to the Maritime Provinces, but 
which sapped those provinces of initiative 
for generations and did nothing to develop 
their resources, because there was no incen- 
tive to make it pay. 

“Take the blighting influence of railway 
ownership and provincial backing of railway 
finance on the Prairie Provinces and on Brit- 
ish Columbia, which provinces by these 
means piled up mountainous debts that the 
Dominion had to assume ‘to save the credit 
of Canada.’ 

“Take the Dominion’s railway and mer- 
chant marine ownership policies—classic ex- 
amples of the blight and burden of ‘politics 
in business.’ 

“Take the Hydro-Electric Commission in 
Ontario. Sitting right on the top of Niagara’s 
power, it ought to be a marvelous success if 
there were any virtue in public ownership. 

“Instead of that its members have been 
ignominiously kicked out and a newspaper 
man, dragged out of retirement to run it, 
has shocked even its staunchest friends by 
the revelation he has made of its deficiencies 
—and worse.” 


“So far in Quebec we have not as a people 
made any important departure from the prin- 
ciple that the function of a government is 
to govern, but not to compete with the people 
it governs in those activities by which the 
people make their living. 

“Let us hold fast to that principle—we are 
suffering enough from the Dominion’s public 
ownership follies without indulging in simi- 
lar follies of our own. * 

“Once a government departs from that prin- 
ciple—once it shoulders the burdens and re- 
sponsibilities of business—then debts ac- 
cumulate, the sources of taxation begin to 
dry up, initiative is destroyed, palms on 
every hand are held out for greasing, and 
disaster looms near.” 


The Canadian National Railway is 
publicly owned and managed and the 
Canadian Pacific Railway privately 
owned. In the report of the Royal 


Commission to inquire into Railways 
and Transportation in Canada, issued in 
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September, 1932, there appears a state- 
ment of comparative earnings which 
shows that for the nine years ending 
with 1931 inclusive, the Canadian Na- 
tional Railway had a deficit of $182,- 
442,533, whereas the Canadian Pacific, 
privately owned, had during the same 
period a surplus of $312,879,978. 
Furthermore, the Dominon Government 
has an investment in the Canadian Na- 
tional Railway of $2,536,665,000. 
Coming nearer home, we have the ex- 
perience of the Dakotas in state operation 
of many forms of enterprise. The failure 
of the experiment is a matter of record. 


Municipal Operation Is No Better 


Nor is municipal operation, except in 
some instances to which due credit must 
be given, any better; perhaps on the 
whole it is worse. For example, from 
1887 to 1897, the city-owned Philadel- 
phia Gas Works was managed directly 
by city officials. According to the re- 
port of the then Director of Public 
Works, the service from the technical 
standpoint was very bad and the works 
were in deplorable condition. Due ‘to 
the political aspects of employment then, 
one employee served inefficiently 72 cus- 
tomers, whereas now one employee 
serves 164 customers, partly, of course, 
as a result of improvements in the art 
but also partly to non-political employ- 
ment. In short, in the words of a 
special commission of council: 


“If private enterprise were conducted in 
the same manner as the city has conducted 
its Gas Works, two-thirds of them would be 
languishing in receiver’s hands.” 


Government ownership, among other 
things, would mean eventually, if not 
at once, the turning over of these great 
services to be managed by the organ- 
ized political machines of our great 
cities. 


William Green, president of the 
American Federation of Labor, said in 
1927: 


“The initiative of those who ventured in 
the field of industry has been rewarded by 
the success of their endeavors. They have 
been fortunate in that they have been per- 
mitted to carry on their business in a land 
which guaranteed them the right to own and 
possess property and to enjoy all the bene- 
fits which come from private undertaking 
and private enterprise. Both employers and 
employees have been free from the domina- 
tion of autocratic control and governmental 
dictation such as prevails in some of the 
other lands. This condition creates a feeling 
of security and assurance and encourages 
private initiative and private enterprise. It 
inspires a feeling of independence and satis- 
faction among the millions of working peo- 
ple who make up a large part of our citizen- 
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ship. They prize freedom, liberty and jus- 
tice very highly.” 

Testifying before the House of Rep- 
resentatives Committee on Appropria- 
tions Feb. 14, 1928, Rear-Admiral 
Magruder declared: 

“It costs anywhere from 25 to 50, and in 
some cases nearly 75 per cent more to build 


warships in Navy Yards than it does to 
build them under private contracts.” 


He said that one reason for the higher 
costs is the fact that in Government 
yards “it is difficult to discharge a man 
who may not be fully competent.” 

Therefore it is not difficult to under- 
stand the result of a recent canvass of 
the press of the country by the National 
Industrial Conference Board which 
showed that 71.8 per cent of the editors 
of the country were opposed to govern- 
ment ownership of power companies. 

The Government’s power program of 
hydro-electric development which af- 
fects Arizona, California, Nevada, Ala- 
bama, Georgia, Mississippi, Tennessee, 
Washington, Oregon, Montana, Wyom- 
ing, Nebraska and Texas, calls for a 
generator rating in horsepower of 
2,175,000, at an estimated expenditure 
of $500,477,000, in round figures. 
Private capital invested in power plants 
in the states affected aggregates $2,897,- 
300,000, with a generator rating of 
9,820,000 hp., which on the basis of a 
50 per cent load factor can produce 
32,282,823,000 kwhr, or an excess ca- 
pacity over sales in 1932 of 84 per cent. 
These Government plants will have an 
annual capacity based on a 50 per cent 
load factor of 7,143,202,000 kwhr, 
which when added to the unsold capacity 
of the private plants, will produce the 
astounding excess of power for which 
there is no market of 124 per cent. 


Tennessee Valley Authority 


The TVA is the latest and most dan- 
gerous threat to the theory upon which 
our government was established. While 
there is much discussion of soil erosion 
and reforestation and plans to enable 
the inhabitants of the Tennessee Valley 
to enjoy a fuller and more abundant life, 
the TVA in reality represents the en- 
trance of the Federal Government on a 
gigantic scale into the light and power 
field in competition with existing com- 
panies. This competition lacks every 
element of fairness and violates the very 
principles of fair practice which the 
Government through the NRA is seek- 
ing to enforce in private business. 

The Tennessee Valley Authority was 
created by enactment of Congress on 
May 18, 1933. It cannot be considered 
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as purely a relief or emergency measure, 
since its aims are defined by its sponsor 
as an experiment in social planning and 
economy. The purposes of the act are 
stated in this language: 

“To improve the navigability and to pro- 
vide for the flood control of the Tennessee 
River; to provide for reforestation and the 
proper use of marginal lands in the Tennes- 
see Valley; to provide for the agricultural 
and industrial development of said Valley; 
to provide for the national defense by the 
creation of a corporation for the operation 
of Government properties at and near Mus- 
cle Shoals in the State of Alabama, and for 
other purposes.” 

Section + of the Act authorizes the 
TVA “to produce, distribute, and sell 
electric power as herein particularly 
specified.” The specification as to the 
sale of power in Section 10, authorizes 
its board of directors ‘‘to sell the surplus 
power, not used, in its operations, and 
for operation of locks and other works, 
generated by it to counties, 
municipalities, etc.” 

Considering these sections of the Act, 
United States Federal Judge Grubb in 
the case of George Ashwander et al. 
vs. Tennessee Valley Authority, held as 
follows: 


states, 


“The power to produce, distribute, and 
sell electric power or any other commodity, 
generally, is not in terms granted, and must 
be connected with a granted power, in order 
to exist. In this case, it is sought to be con- 
nected with the power to improve navigable 
rivers, the power to provide for the National 
defense or the power to make needful regu- 
lations concerning Government owned prop- 
erty. The Government has the right to cre- 
ate electric power to aid its operations, under 
any one or all of these granted powers. It 
also has the implied right to dispose of any 
surplus power not used for the named pur- 
poses, to prevent waste. It has no power to 
produce and sell electric power, except as 
incidental to a granted power, as in the case 
of the disposition of such surplus.” 

It is clear, therefore, that the inten- 
tion of those who drafted the TVA 
Act was to avoid any question of con- 
stitutionality by limiting the power of 
the Government to the sale of surplus 
power only. In other words, the main 
purpose of the act, as declared by its 
terms, was to provide for the improve- 
ment of navigable rivers, the national 
defense, reforestation, and prevent soil 
erosion. The generation and sale of 
electric power is merely incidental to 
the main purposes of the Act. 

Purpose of TVA Act Changed 

It is quite evident that the TVA has 
changed the incidental power to gener- 
ate and sell electricity into the principal 
purpose of the Act; and that navigation, 
flood control and reforestation are sub- 
ordinated in importance to what the 
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TVA, regardless of the law, conceives 
to be its mission—namely, the establish- 
ment of a national power policy. The 
following quotations from statements of 
TVA will illustrate this conception: 


“The Authority is an instrument of the 
people of the United States. It is charged 
with the duty of carrying out a national 
power policy.”—October 17, 1933. 

“The Tennessee Valley Authority Act 
marks the beginning of a new national 
power policy and national power program.” 
—November 11, 1933. 

“Is the Authority concerned only with 
power at Muscle Shoals? The Authority is 
concerned with the power development of 
the valley region as a whole. It is author- 
ized to construct such dams in the area as it 
deems necessary, and to generate and dis- 
tribute power from them.”—December, 1933. 

“We are making provision for one of the 
largest hydro-electric developments in the 
world, with a potential three million horse 
power available.”—A pril 22, 1934. 


To further illustrate this change in 
policy I also quote from the President’s 
St. Lawrence Treaty message of Jan. 
10, 1934, in which he said: 

“As you know, I have advocated the de- 
velopment of four great power areas in the 
United States, each to serve as a yardstick 
and each to be controlled by government or 
governmental agencies. The Tennessee Val- 
ley plants and projects in the Southeast, the 
Boulder Dam on the Colorado River in the 
Southwest, the Columbia River projects in 
the Northwest are already under construc- 
tion.” 

Constitutionality 

Can we dismiss with a gesture the 
conclusions of the Hon. James M. Beck 
and Newton D. Baker that the Act is 
unconstitutional? I do not think so. 
These gentlemen and others, in opinions 
and decisions, have held that many of 
the current procedures of government in 
the TVA project are illegal. I refer 
you to the refusal of Judge Grubb, of 
the United States District Court for 
Northern Alabama, to dismiss a com- 
plaint brought against the TVA by pre- 
ferred stockholders of the Alabama 
Power Company, who have raised seri- 
ous constitutional questions regarding 
the activities of TVA. The court said: 

“No power is conferred on it (the United 
States) to engage in any private business, 
unless incidental to some power specifically 
granted.” 

I refer you to the decision of Judge 
Cavanah, of the United States District 
Court of Idaho, in which the court held 
that PWA loans and grants for intra- 
state generating and distributing sys- 
tems are invalid. I also refer you to 
the speech of Hon. John W. Davis on 
Dec. 22, under the auspices of the 
American Bar Association. 

The determination of the constitu- 
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tionality of the TVA and the legality of 
some of the things being done under the 
Act are of vital interest to those whose 
savings are invested in light and power 
companies. It is essential to our form 
of government that the public should 
be promptly advised by decision of the 
Supreme Court of the United States 
whether or not that which the Govern- 
ment is doing in the TVA is constitu- 
tional. If it is, it can only mean one 
thing—that private capital will seek 
safety from this paralyzing competition 
of the Federal Government by invest- 
ment in other lines of business. 

If the program for power as admin- 
istered by the TVA is constitutional, 
it is then within the province of this or 
any subsequent Administration to estab- 
lish similar yardsticks in every state, as 
indeed the President has recently said 
was his intention. Then, the Govern- 
ment can destroy the industry as we 
know it by the threat of competition, 
forcing the sale to it of properties at 
confiscatory prices, or by so impairing 
by actual competition the credit of the 
companies as to make their ultimate sale 
on any terms which the Government is 
willing to pay not only possible but 
probable. 

When Dr. Arthur Morgan addressed 
you he seemed to question the wisdom 
of testing the legality of the Tennessee 
Valley Act by remarking: “The loss 
caused to the TVA and to the public 
by these obstructive actions will run into 
millions of dollars.” My best reply to 
this is the following quotation taken 
from an address made by Donald R. 
Richberg on Nov. 17, under the auspices 
of the American Bar Association: 

“It is not my claim that every legislative 
or administrative act which can be classified 
as part of the New Deal should be free 
from questioning as to either its wisdom or 
its legality, nor do I hold that it is unpatri- 
otic for men to raise issues of the constitu- 
tionality of such acts. There is always the 
danger in a period of crisis that zealous 
men, to say nothing of foolish or vicious 
men, will attempt to ride roughshod over an 
opposition which may be earnestly devoted 
to the maintenance of principles and rights 
which must be upheld in order that individ- 
ual liberty may be preserved.” 


Generation and Distribution of Electric 
Energy in the Tennessee Valley by 
the TVA 

The Government’s Tennessee Valley 
project is built around Muscle Shoals in 
Alabama as a nucleus. This generating 
unit, built during the war, consists of 
the Wilson Dam and the Sheffield Steam 
Station, with a combined cost of slightly 
less than $60,000,000. The Alabama 


Power Company, in whose service ter- 
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ritory Muscle Shoals lies, made an of- 
fer for the power output, hydro and 
steam, of 4 per cent on the investment, 
or $2,400,000 per year. This was con- 
sidered too low by the government au- 
thorities, and there was much talk from 
official sources of “stealing a great na- 
tional asset.” 

When TVA took over Muscle Shoals 
the cost allocated to power purposes was 
$21,000,000, or a write-down of about 
65 per cent. Remember that the Ala- 
bama Power Company’s offer of $2,- 
400,000 is thus nearly 12 per cent of 
what the TVA considers Muscle Shoals 
is worth for power purposes. You know 
that the Federal Government, through 
the Public Works Administration, has 
given and offers to give any municipality 
that wishes to compete with a private 
company, 30 per cent of the cost of 
building transmission and distribution 
systems on condition that rates are low- 
ered. 

In effect, this means that a consumer 
who is served: by a municipal distribut- 
ing system supported by this kind of a 
government grant and which purchases 
its wholesale power requirements from 
the TVA enjoys rates which do not rep- 


‘resent the true cost of the service because 


the generating plant is appraised at one- 
third of its actual cost and the trans- 
mission and distribution system at 70 
per cent of its true cost. 

The Tennessee Electric Power Com- 
pany, which is one of the private com- 
panies most directly affected by the com- 
petition of the TVA, could if it had the 
same advantages, eliminate practically 
all of its bonded indebtedness aggregat- 
ing $46,400,000; or, looking at it in an- 
other way, the sum represented by the 
write-down made by the TVA in the 
value of its Muscle Shoals plants is 
nearly sufficient to pay for the Tennessee 
Electric Power Company’s entire invest- 
ment in generating plants. 

The taxes of private utility companies 
usually run from about 10 per cent to 
20 per cent of their gross revenues, 
whereas TVA is only required by law 
to pay 5 per cent on the wholesale price 
of its energy. And let it also be noted 
that municipally-owned distribution sys- 
tems usually pay no taxes. 

If the Tennessee Electric Power 
Company, the private company, had the 
same advantages or subsidies, then its 
taxes would be $200,000 instead of $2,- 
000,000. 

TVA has during the construction of 
its power facilities had the very unusual 
advantages of freight rates which do not 
exceed two-thirds of the freight rates 
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available to private shippers. The au- 
thority has also other advantages that 
will continue after the construction pe- 
riod is over, as, for instance, the privi- 
lege of franking all its mail matter, thus 
adding to our postal deficit. Its em- 
ployees also travel on railroads at re- 
duced fares. 

In addition, the power delivered by 
the Government to distributors is 
subject only to a 5 per cent tax. The 
tremendous bearing that this has on the 
cost of power was recently stated by Dr. 
Warren M. Persons, consulting econ- 
omist and former professor of economics 
at Harvard University, in an address 
before the Municipal Club of Brooklyn, 
when he said: “The TVA will pay in 
taxes 5 per cent of the wholesale price 
of 4 mills per kwhr of energy, as com- 
pared with 15 per cent or 20 per cent 
of the retail price paid in taxes by the 
private companies in the area. The 
single item of taxes paid by the private 
companies amounts to 4 mills per kwhr. 
Thus, private companies pay in taxes 
per kwhr an amount equal to the TVA 
wholesale price of energy.” 

Furthermore, the Government is able 
to finance its entire construction pro- 
gram on the credit of the United States 
at 3 per cent or 4 per cent, whereas 
public utilities conservatively financed 
can only obtain 50 per cent of their 
capital requirements on first mortgage 
bonds at low rates of interest. The 
balance of such requirements must be 
secured by the sale of preferred and com- 
mon stock at 5 per cent, 6 per cent or 7 
per cent. Capital represented by pre- 
ferred or common stocks cannot be se- 
cured on any basis today because of the 
repeated attacks of the Government. 


Can This Be a Yardstick? 


In all fairness, may I ask how can 
electric enterprises conducted by the 
Government under such favorable and 
preferential conditions be held up as an 
example and a yardstick for rates to be 
charged by the public utilities of the 
country? 

The small town of Tupelo, Miss., has 
become a much heralded and advertised 
symbol of what the Government can ac- 
complish in the way of producing and 
distributing electricity. The distribut- 
ing system in Tupelo was and is 
municipally owned. Before the TVA 
undertook to run the town’s system with 
the advantage of those government 
subsidies to which I have referred, 
Tupelo represents to me a typical illus- 
tration of municipal inefficiency. I say 
this because of its then average domestic 
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consumption of less than 400 kwhr per 
year as compared with 800 kwhr for 
towns served by private companies in its 
vicinity, and because its average rate to 
the domestic consumers was 20 per cent 
greater than the rate to consumers in 
comparable towns served by private com- 
panies. 

When the TVA in February, 1934, 
undertook to supply energy to Tupelo it 
increased the consumption of electricity 
to 1000 kwhr per domestic consumer an- 
nually, or approximately 250 per cent 
of the previous rate, as a result of an 
intensive drive for new business during 
which it opened up show rooms for ap- 
pliances without regard to expense. 

While this is an admirable perform- 
ance it has nevertheless been exceeded 
in an adjoining state where private com- 
panies took over four small similar towns 
with municipal operation and with rates 
comparable with those of Tupelo prior 
to its acquisition by the TVA. In these 
towns domestic consumption of elec- 
tricity increased from 277 per cent to 
414 per cent; all of it without any 
subsidy or assistance from the Govern- 
ment. 

In the Wall Street Journal of Jan. 2, 
1935, the statement is made that al- 
though the TVA has been functioning 
for more than a year, it still is only sell- 
ing about 3 per cent of the power avail- 
able at Muscle Shoals, and that the re- 
maining 97 per cent is still being taken 
by the Alabama Power Company as in 
the past. Also, that in T'VA’s principal 
customer, the much publicized Tupelo, 
in spite of the sharp cut in rates, more 
than 50 per cent of the users there still 
take less than 50 kilowatt-hours a month, 
while 30 per cent of the 1400 residents 
are without electricity. 


No Secrets in Generation and Transmission 


I want to be sure that you understand 
one aspect of the Government’s so-called 
program of cheap power that is gen- 
erally overlooked. ‘There are no secrets 
in the generation and transmission of 
electricity. Given a certain hydro-elec- 
tric site, with a determined amount of 
water falling through a determined 
height, any engineer of experience can 
tell you how much electricity can be de- 
veloped, as well as the type of dam that 
will be needed and the amount of ce- 
ment and stone, and hours of labor re- 
quired for its construction. 

Unless and until our Government 
devises better means of producing and 
transmitting power than the private 
companies have been able to do under 
the existing state of the art, I submit 
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to you as axiomatic that it can do noth- 
ing better or more efficiently than can 
private initiative and enterprise. If the 
Government can show lower costs than 
private enterprise, it will be because 
they are able with the credit of the tax- 
payers of the nation to hire capital at 3 
per cent or 4 per cent, and because part 
of the cost of dams will be charged to 
other non-productive purposes ,such as 
flood control and soil erosion; because 
they may purchase their construction 
supplies and materials from contractors 
at prices that are 15 per cent under those 
fixed by Government codes for busi- 
ness, and because of special freight rates 
and other preferential advantages. 

Let it be noted, it is by the efforts of 
our engineers and not by the efforts of 
the Government that the coal used to 
generate one kilowatt hour has been re- 
duced from three pounds to less than 
one pound in a few years, and it is they 
who, in a large measure, are really re- 
sponsible for cheaper electricity. 

Can any fallacy, may I ask you, be 
more palpable than to claim that because 
the Government does not pay taxes, it 
can afford to sell electricity at lower 
rates than can private companies? True, 
those particular consumers who are 
served by the Government may save 
money, but only at the expense of the 
other taxpayers of the nation. 

The President has said that one of 
the objectives of the TVA is to establish 
a yardstick by which other communities 
could judge whether or not they are 
being overcharged for electricity. I call 
your attention, however, to a fact which 
has not been publicly commented upon— 
that TVA rates are not set up so that 
they can be compared with the rates of 
privately owned utilities, because the 
former do not include all those elements 
of cost which the private companies have 
to meet and cannot escape. 

That this is actually so is proved by a 
statement made by David Lilienthal on 
the witness stand when under cross-ex- 
amination before the Railroad and Utili- 
ties Commission of Tennessee, during 
which he said: 


“It is not in contemplation that the Ten- 
nessee Valley Authority should charge or 
actually include in its accounts items not 
actually expended, but it should find out, for 
example, it should have an accounting basis 
which would permit of a comparison, adding 
to actual costs any hypothetical costs which 
the person making the costs thinks is fair. 
It is impossible to get an agreement on hypo- 
thetical costs, but it is possible at least to 
have a basis for measurement.” 


In view of this it seems hardly fair 
for the public to be told daily that rates 
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which do not approach those established 
by the TVA are unreasonable. Is it not 
also apparent that considerable time will 
have to elapse before the Government 
will have the facts of actual experience 
upon which to make this comparison? 
Is it not also true that before they are 
accepted as conclusive they should be 
subjected to careful public scrutiny? 
Again, therefore, is it not premature, 
before any of these things have been 
done or happened, for the Government 
to publicize that the rates established 
by the TVA are a “yardstick” by which 
rates should be judged all over the coun- 
try? 

How true all of this is and how long 
we will have to wait until we have 
some authentic figures of Government 
operation is further confirmed by Dr. 
Morgan’s statement before the Sub-com- 
‘mittee of the Committee on Appropria- 
tions of the Senate on June 13, when 
he said: 

“Taken as a single unit the Muscle 
Shoals project is not profitable because 
there is not sufficient continuity of flow of 
the river resulting in a very great variation 
of power capacity and that is the object of 


completing additional dams up the river for 
storage purposes.” 


Again, when Senator Dickinson asked 
the question: “Now how can you fix 
the rate for your electrical energy at the 
present time when you do not know 
what the cost of your plant is going to 
be?” Dr. Morgan replied: 

“We have fixed the cost of the energy we 
are selling now at what will be a reasonable 
income on those plants as we can best esti- 
mate them now, just as any private company 


would fix the cost under similar circum- 
stances.” 


In his recent address to you, Dr. Mor- 
gan said, amongst other things: 

“We believe that when the TVA was or- 
ganized and its power policy was estab- 
lished, the prevailing rates for domestic 
power were altout twice as high as were 


necessary to meet all proper charges on nec- 
essary and reasonable investment.” 


L am surprised that Dr. Morgan 
should make an arbitrary statement of 
this character without proof. If he has 
drawn this conclusion by comparing the 
TVA rates with those of private com- 
panies, then my answer is that this is 
not a fair comparison to make, because 
the Government enjoys numerous ad- 
vantages not available to private indus- 
try, to which I have already alluded. 
In addition, it still remains to be ptoved 
whether the Government’s operations 
are going to be profitable at the rates 
for electricity which it is advocating. 
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Lowered Rates Will Mean Great Losses in 
Revenue 

Another impression which the Gov- 
ernment has given the public is that if 
private companies would immediately 
greatly lower their rates, the increase in 
consumption which would follow would 
more than compensate them for the at- 
tending losses in revenue. The only dif- 
ference between the Government and 
ourselves in this respect is the time ele- 
ment, or, in other words, how rapidly 
rates should be reduced. Private com- 
panies, faced as they are with the neces- 
sity of earning sufficient to cover their 
cost of operation, interest and a fair 
profit, cannot afford to impair their 
credit by the severe loss of earnings 
which would follow such drastic reduc- 
tions as are advocated by the Govern- 
ment. 

The TVA, which has arbitrarily fixed 
a rate of 3c per kwhr for the first block 
of energy, is not confronted with this 
problem since it has the resources of the 
United States Treasury behind it to 
make up deficits while it is building up 
a volume of business, which in time it 
hopes will be profitable. If the light 
and power companies had the same ap- 
parently inexhaustible resources they 
would gladly call upon them to stand 
the serious losses which are inevitable 
if, for instance, they cut their rates in 
half, as is now being advocated by some 
agencies of the Government. 

While as a rule reduced rates will 
increase and stimulate consumption, it 
does not necessarily follow that large 
reductions will correspondingly stimulate 
much larger uses of electricity. The 
character and habits of a community, its 
average income, the availablity of other 
competing fuels, such as coal, gas and 
oil, in communities such as ours, for in- 
stance, where these are cheap, are bound 
to have a considerable influence on the 
use that people may make of electricity. 
These very large consumptions running 
up to 1000 or 1500 kwhr per annum 
per average domestic customer which the 
Federal Government says are obtainable 
can only be secured by the use of such 
major appliances as electric ranges, elec- 
tric refrigerators and electric water heat- 
ers, appliances which are not within the 
reach of everybody’s pocketbook. 

No one, of course, can state with any 
degree of assurance that the rates now 
charged by the TVA will pay the cost 
of operations and a proper return on 
the actual investment. Until that has 
been demonstrated, how can it be urged 
with any degree of fairness that the elec- 
tric companies throughout the United 
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States should follow in the footsteps of 
TVA and adopt their rates? In my 
judgment, experience will prove that 
when all the elements of cost have been 
properly taken into consideration, the 
TVA rates will result in losses for the 
Government. 

If, as stated by the President, the 
power policy of the TVA is to be ex- 
tended into all the states, we will have 
an agency of the Federal Government 
doing business with a free foot within 
the borders of a state, subject in no way 
to the sovereign rights of the state to 
control and regulate its activities. “The 
Federal Government—although a com- 
petitor—claims that it is not subject to 
the regulation and control of the state 
to which the private company, with 
which it may compete, is subject, and 
that because of this it may fix rates as 
it pleases, it may adopt accounting prac- 
tices as it pleases, it may pay taxes or 
not as it pleases; it may, if it sees fit, 
establish rates sufficiently low to take 
the business away from the private com- 
pany, and by subsequent publicity, as 
has already been done, show large sav- 
ings to consumers and thus create a de- 
mand from every municipality for its 
power, thus not only destroying the 
private company, but also fostering un- 
fair competition with gas, coal and oil. 

Effect of the Administration’s Power 

Program Upon the Value of Public 
Utility Securities 

A decline of nearly 40 per cent in 
the market value of the common stocks 
of sound public utility operating com- 
panies has occurred since the October, 
1932, levels, which is the period imme- 
diately preceding the President’s elec- 
tion. This percentage of decrease, if 
applied to the five billion dollars of 
utility common stocks, represents a loss 
to investors of nearly two billion dollars. 
That this loss is largely due to the policy 
of the Administration is clearly shown 
by the market reactions which imme- 
diately followed each pronouncement of 
the Administration on the power issue. 

The announcement of the Tennessee 
Valley project, the heavy increase in 
utility taxation, the publicizing of the 
TVA rate yardstick, the purchase con- 
tract with the Knoxville Public Service 
Company, the speech of the President at 
Tupelo, each resulted in material de- 
creases in the market value of common 
stecks of operating companies. This is 


all the more significant in that these. de- 
creases were made even in the face of a 
steady improvement in the sales of elec- 
tricity, which are now some 10 per cent 
above the pre-Roosevelt levels. 
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Does the IT'VA Constitute a True “Yardstick’’? 


After one year’s operation it may truly be said that the TVA “Yardstick” will 
have to be lengthened by government fiat to measure the depth of its own losses 


By Bernard F. Weadock 


Vice-President and Managing Director, Edison Electric Institute 


An Address Delivered Before: the Eastern Savings Division of the 


NE of the most treasured pos- 
sessions of the British Empire 
is the Imperial Standard Yard- 
stick, now nearly 100 years old. It de- 
termines an exact length, under certain 
specifically defined conditions, as the dis- 
tance between two fine lines engraved on 
gold studs sunk in a bar of bronze. 
Governments have now departed from 
the exactitude and permanence of their 
standards and have adopted such units 
of measurement, both monetary and 
physical, as will best suit the expe- 
diencies of the moment. It is of one of 
these latter, the so-called “yardstick” 
for the measurement of private electric 
power operation, that I have been asked 
to discuss with you today. The special 
punitive legislation which the ‘“yard- 
stick”” does not disclose will be a large 
element in such discussion. 


1,800 Yardsticks—and None the Same 
Length 


We have had Government operation 
of electric plants ever since the begin- 
ning of electric service. In the fifty-odd 
years of the existence of the light and 
power industry in this country, there 
have been established altogether some 
3900 municipal electric systems, each of 
which has constituted a yardstick. The 
back-yard of the industry is full of all 
kinds of yardsticks in the shape of the 
1800 municipal plants still operating. 
Each yardstick is of a different length 
and it assumes a different size when 
measured by any one of the thousand 
others and, to this bewildering array of 
standards, the Federal Government is 
now busily engaged in adding still more. 
After a half century of operation, pri- 
vately owned electric light and power 
companies are producing 95 per cent of 
the power supply of this country, which 
is almost equal to the power consump- 
tion of all the rest of the world com- 
bined. Surely this number of plants over 
such a length of time has provided a 
yardstick of municipal ownership. 

By far the most celebrated of these 
new measuring devices is the “golden’”’ 
TVA yardstick. Does it constitute a 
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true measurement? What doesn’t it 
show ? 
A Long Time A-Borning 

The Tennessee Valley Authority was 
a long time a-borning. It was finally 
created May 18, 1933, and the custody 
of the Muscle Shoals properties was 
reposed in it. In addition to the original 
$125,000,000 sunk into this enterprise, 
Congress has appropriated approximately 
$100,000,000 more, while Dr. A. E. 
Morgan, chairman of the TVA, has 
testified before the Appropriations Com- 
mittee of the House that the Authority 
contemplates seeking additional appro- 
priations of approximately $200,000,000. 
The ultimate cost, if the complete proj- 
ect is carried out, will be more than one 
billion dollars, according to reports. 

The TVA, created by an Act of Con- 
gress, immediately proceeded to incor- 
porate its subsidiary companies, one in 
the State of Delaware, another in the 
State of Tennessee. I will not under- 
take to dig out of the budget reports the 
cost or contemplated cost of these sub- 
companies. 

The practical effect of the organiza- 
tion of the TVA is to serve people and 
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industry in a territory embraced within 
some 45,000 square miles of territory, 
included in the states of North Carolina, 
Virginia, Alabama, Tennessee, Georgia, 
Mississippi and Kentucky. So far, its 
operations have been confined to the 
states of Alabama, Tennessee and Mis- 
sissippi. The proposal is to spend a bil- 
lion dollars in territory served by private 
electric light and power companies whose 
investments within the area of the Ten- 
nessee River are hundreds of millions of 
dollars; where the present excess gen- 
erating capacity is 66 2/3 per cent; 
where the people in rural communities 
as well as the cities receive an unex- 
celled service at fair rates. 


Amelioration of Vailey No Novelty 


The amelioration of the Tennessee 
Valley is no new thing and spasmodic 
efforts have been made toward that goal 
by the Government ever since President 
Monroe directed attention to it in his 
annual message in 1824. At that time 
he presented the annual report of his 
Secretary of War, John C. Calhoun, 
recommending a_ survey of Muscle 
Shoals as one of the three great works 
which he regarded as most important for 
the improvement of transportation con- 
ditions in the United States. A grandi- 
ose scheme for enlarging the usefulness 
of the river was begun, but work on it 
lagged, and there being no provision for 
maintenance, all that was left fifty years 
later were the rotting timbers and crum- 
bling banks of an abandoned canal. 

Subsequent efforts to improve naviga- 
tion at that point proved futile. With 
the war hysteria rampant, the Govern- 
ment authorized the construction of ni- 
trate plants at Muscle Shoals. These 
plants were obsolete before they were 
completed. Little, if any, nitrates were | 
produced and as a result of the war we 
find ourselves with a total investment of 
upward of a hundred and fifty millions 
of dollars, a hydroelectric plant, and an 
unworkable nitrate plant. 

Long before the war, the Muscle 
Shoals Hydro Electric Power Company, 
a company affiliated with the Alabama 
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Power Company, had expended $500,- 
000 in engineering studies and investiga- 
tion, preparation of plans and specifica- 
tions for the dam and power house and 
for acquisition of lands to build a pri- 
vate hydro plant at the site. With the 
outbreak of the war, the United States 
sought to acquire the property of the 
Muscle Shoals Hydro Electric Company 
for a site for a water power plant to be 
operated in conjunction with a proposed 
nitrate plant, but was unwilling to pay 
its value as a water power site, and the 
Government declined to remunerate the 
company for the expenditures it had 
made. The company, however, very pa- 
triotically donated the property to the 
United States and received a letter from 
the Secretary of War expressing appre- 
ciation and thanks for “the company’s 
generous and_ public-spirited action.” 
Subsequently, the company received a 
check of the United States Treasury for 
One Dollar, which represented payment 
for an expenditure by the Alabama 
Power Company or its affiliates of $500,- 
000. An amusing but ironic aftermath 
to this transaction was the assessment of 
a $500 fine against the Alabama Power 
Company because the company had re- 
produced the One Dollar check in some 
of its literature. Federal officials had 
found the company guilty of violating 
the law prohibiting reproduction of 
checks of the United States! 

Work on the dam and power house 
by the Government was intermittently 
carried on until its completion in 1925. 
The project was operated and main- 
tained by the War Department up to 
Aug. 15, 1933, on which date it was 
transferred to the Tennessee Valley Au- 
thority. The output of power was pur- 
chased from the Government under 
short-time contracts by the Alabama 
Power Co., which still takes the great 
bulk of the Muscle Shoals production. 


Taxpayers Money Down the “Gopher Hole” 


Let us further examine this “gopher” 
hole down which the American taxpay- 
ers’ money—your money and mine—has 
been poured. Government records dis- 
close that the nitrate plants and power 
dam and stations have cost the Govern- 
ment in the neighborhood of $150,000,- 
000 and the part allocated to power is 
determined in the annual report of the 
Chief of Engineers, U. S. Army, for 
1934, to be $47,026,236 for Muscle 
Shoals as of Aug. 15, 1933. To this 
should be added the cost of the Sheffield 
Steam Plant, which has been given as 
$12,880,000, making a total in round 
numbers of $60,000,000. 
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The Chief of Engineers of the U. S. 
Army did not include in his calculations 
an item of some $30,000,000 consisting 
of the accumulated interest upon the 
bonds issued by the U. S. Government 
to raise the money to construct the proj- 
ect and also to pay interest upon the 
interest on the bonds which went to the 
construction. 


Concealed Interest—A Fundamental, 
Highly Important and But Little Con- 
sidered Difference Between Private 
and Government Reckoning 


Let me point out to you a funda- 
mental difference between Government 
and private reckoning. It is one which 
has received very little attention and yet 
its obvious arithmetic constitutes an al- 
most hopeless handicap on private busi- 
ness in competition with its government. 
When a power company builds a dam it 
usually has to borrow money to pay for 
it. Bonds are sold and the enterprise 
pays the coupons and the books of ac- 
count show such payments. Until the 
plant begins operation, interest during 
construction is commonly added to the 
actual construction expenditures. After 
the plant goes into operation, interest 
must be provided for from the revenues 
of the enterprise. It is all simple and 
aboveboard. 

Not so with Government finance as 
usually practised. 

Regardless of the fact that bonds have 
been sold, the cost of a Government 
project, as such cost is reckoned by the 
Government, only represents the actual 
out-of-pocket payments for the job. In- 
terest on any specific project disappears 
into that convenient catch-all entitled 
“Interest on the Public Debt,” an item 
of the Federal budget that has reached 
the stupendous proportions of $757,000,- 
000 per annum, as shown by the report 
of the Secretary of Treasury for the last 
fiscal year. The fact that additional 
bonds have to be sold to pay interest 
on the money borrowed to build these 
projects is rarely, if ever, mentioned and 
the Government’s cost accounting for 
its individual projects ignores this very 
real element of cost. 


The Quicksand of Compound Interest 


The Government is a vast continuing 
business enterprise and since, in the last 
analysis, a penny spent is a penny bor- 
rowed, this treatment of interest means 
that the Government must borrow some- 
where the full equivalent amount from 
somebody else. It entails the borrowing 
of more money with which to pay this 
interest and the inevitable burden upon 
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the Government of further interest upon 
the money so borrowed, until at last the 
taxpayer may be sunk in a quicksand of 
compound interest, in which case the 
only escape would be the complete writ- 
ing-off of the debt at the expense of the 
investors. 

The U. S. Army Engineers operated 
Muscle Shoals from its completion in 
1925 to 1933. The reports of that oper- 
ation are in the usual straightforward 
style of the Army. Interest charges 
upon the investment were omitted, but 
the reports show that the Alabama 
Power Company paid the Government 
various amounts averaging over the pe- 
riod about $600,000 a year, and that the 
out-of-pocket expense of the Army for 
direct labor and materials for the oper- 
ation of Wilson Dam was approximately 
$200,000 per year. 

Taking these items into account and 
estimating the accumulated interest costs 
each year as best I can at the average 
rates paid by the Treasury on its inter- 
est-bearing public debt, the total cost to 
the people of the United States of the 
Muscle Shoals Dam alone stands today, 
in round figures, at $70,000,000 instead 
of the $47,000,000 stated in public doc- 
uments. In other words, the taxpayer 
has already been compelled to feed this 
monumental white elephant $23,000,000 
worth of hay. 


Fodder for the “White Elephant” 
This cost of fodder for the Muscle 


Shoals white elephant does not include 
more of the same kind delivered to the 
Sheffield Steam Plant, which cost ap- 
proximately $13,000,000 to build. It 
was paid for out of funds supplied by 
various Liberty Loans. Some of these 
Liberty Loans have been retired by the 
taxpayer. It still remains the fact, how- 
ever, that the accumulated interest 
which was paid for out of other funds 
has not been retired and the taxpayers 
of the United States are still “in the 
red” by at least $7,500,000 of accumu- 
lated interest on the money used for 
construction, less rentals paid for the 
use of the plant by a power company 
and operated during a few months of 
severe drought. The present net cost to 
the country of these hydro and steam 
plants is thus at least $77,500,000. 
This figure of $77,500,000, as will be 
discussed later, by no means covers all of 
the cost to the taxpayer. There are no 
financing charges to cover the cost to 
the Treasury Department of collecting 
the funds which were spent on the proj- 
ect, no allocation of general expense for 
legal and accounting services rendered 
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by the Department of Justice and the 


“Comptroller General’s office, no share 


of the general overhead expense of the 
Federal Government in Washington. If 
these were added, the capital cost would 
be materially increased and operating 
costs would be substantially enlarged. 

In his recent testimony before the 
House Committee on Appropriations, 
Dr. Morgan, chairman of the TVA, 
testified that the TVA proposed to 
write-down the Muscle Shoals power 
plants on its books to $20,000,000. This 
is a shrinkage of almost 75 per cent. In 
the recent Tennessee hearing, the alleged 
value of these power plants was fixed by 
the TVA at $29,675,000. At another 
hearing in Alabama the other day, the 
same people gave the value as $21,448,- 
800. The figures move about with the 
unpredictable jerks of a Mexican jump- 
ing bean. 


A Further Look at the Integrity of the 
“Yardstick” 


Let us look further, then, at the in- 
tegrity of the yardstick of the TVA 
and determine from its public statements 
and public documents its value and ac- 
curacy as a means of measurement. Some 
features of its operations are well known. 
A few of the advantages which it enjoys 
and which the yardstick does not dis- 
close may be listed as follows: 

No share of the overhead and general ex- 
pense of the Federal Government 

No financing expense 

No interest charges 

As has been shown, these are real costs 

to the taxpayer, but they are not counted 

against the Muscle Shoals operation. 

No insurance charges; the Govern- 
ment carries the risks. 

No regular state taxes to pay. 

No real estate taxes. 

No automobile taxes. 

No gasoline taxes. 

No Federal 3 per cent special utility 
tax. 

No Federal income tax. 

None of the remaining 40 odd taxes 
paid by private utilities. Only is the 
TVA under its Act required to pay 5 
per cent of the gross proceeds received 
from the sale of power. The TVA sells 
power at wholesale so that this charge 
will be comparatively small. Last year 
private power companies of this coun- 
try paid on the average of 14 per cent 
of their revenue back to various agen- 
cies of government in the form of taxes. 


The TVA enjoys: 


Rebates on railroads for both passenger and 
freight service 
Free postage 
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Free use of the services of other govern- 
mental departments, including at various 
times an army of CCC and CWA workers 

Free use of office in government post office 
and other buildings 

Free legal advice 

Immunity from the expense of regulation 

The privilege of keeping its accounts to 
suit its own purposes, including the charg- 
ing off of power costs to social uplift, 
national defense, navigation improvement, 
ete. 

The amount of this arbitrary write-off is to 
be from 50 to 75 per cent of cost. 

The TVA also enjoys Government 
prestige which permits it to coerce prices 
by threat of cut-throat competition, as 
illustrated by its treatment of the ce- 
ment industry in the Tennessee Valley. 

With all of these inches chopped off 
the yardstick, surely there can be not 
much more than half remaining. 

It is difficult to escape the conclu- 
sion that the entire undertaking is to be 
regarded wholly as a public function 
supported at the public expense of 95 
per cent of the taxpayers of the coun- 
try non-resident in the Valley and who 
cannot possibly receive any direct bene- 
fits. If it is to be compared with en- 
terprises which must pay their own way 
according to accepted standards of gen- 
eral business, the first year of operation 
has left it far in the red. 


TVA’s Sales 


TVA has thus far been selling elec- 
tricity at wholesale to its affiliated dis- 
tributing municipal systems for almost 
a year and during this period its sales 
to new customers have been about 2 per 
cent of the output of Muscle Shoals. 
The total distribution by the —IT'VA has 
not greatly exceeded in quantity the 
amount of electricity used by any single 
large department store in the City of 
New York. Its fiscal year ends on June 
30 and I do not know what its income 
statement will look like, but I venture 
to suggest that its total power revenues 
will be less than interest and deprecia- 
tion even on the $20,000,000 to which 
it has reduced the book value of Muscle 
Shoals. 

Here we come to one of the paradoxes 
of the situation. 

There is already an excess generating 
capacity of 66 2/3 per cent in the Ten- 
nessee Valley. The private plants there 
can take care of all the business even 
if activity should return to the peak year 
of 1929. Yet the Government is busily 
engaged in building two more huge 
hydro-electric plants — Norris and 
Wheeler—which will not only add their 
own capacity to the total, but will in- 
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crease that at Muscle Shoals by provid- 
ing more water at the low-river season 
of the year. Unless more business de- 
velops—and develops very soon on a 
large scale—all that will happen will 
be an additional compounding of in- 
terést and a further capitalization of 
deficits. 

After one year’s operation it may 
truly be said that the TVA “yardstick” 
will have to be lengthened by Govern- 
ment fiat to measure the depths of its 
losses. 

An “Unholy Alliance” 


There is in existence in America to- 
day an alliance of several interconnected 
and interrelated socialistic groups which 
by their interlocking activities seek to 
soviet-ize all basic industry and work 
for the common purpose of abolishing 
private business and establishing Gov- 
ernment ownership and control. Among 
the more prominent of the organizations 
constituting such an “unholy alliance” 
are the Public Ownership League of 
America, the League for Industrial De- 
mocracy, the National Popular Govern- 
ment League, Peoples Legislative Service 
and the Socialist Party. This “unholy 
alliance,” in their efforts, has said: 

“If superpower cannot be socialized, and 


that promptly, the whole cause of industrial 
democracy will be indefinitely delayed.” 


The other industries which they name 
specifically are Government Ownership 
of coal, oil, ore, steel, power, telephone, 
radio, telegraph, express companies, gov- 
ernment insurance, ships, railroads and 
“many businesses now considered pri- 
vate.” The members of this alliance 
have affiliated with each other in their 
efforts by interlocking control and sys- 
tematically dividing the work to be done 
along different lines. One group spreads 
the doctrine in schools, colleges and uni- 
versities, another group is for the pur- 
pose of spreading general publicity, an- 
other to do the lobbying for the cause, 
and still another the actual campaigning 
for municipal, state and Federal owner- 
ship and “democratic control,” with 
such assistance from group to group as 
may be desirable. 


Half-Truths and Distortions 


They have deliberately and malicious- 
ly told half-truths and have distorted 
facts so cleverly and so ingeniously to 
render difficult the pointing out of, the 
falsehoods upon which their campaigns 
have been builded. They have called 
meetings of Senators and Representa- 
tives in the public office of a United 
States Senator, and have there advanced 
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their scheme and laid out their campaign 
of attack against the electric light and 
power industry and for public owner- 
ship of private business and of so-called 
public superpower. They have drafted 
bills for introduction into Congress 
adversely affecting the electric light and 
power business and in furtherance of 
their progress and have predicted long 
before their introduction that they 
would be introduced. 

They have prepared misleading and 
deceptive material of their own hue and 
have placed it in public documents so 
as to get something “official,” and have 
then distributed these public documents 
in franked envelopes of Senators of the 
United States, broadcast throughout the 
land at public expense. 

They have kept roll-calls of votes of 
Senators and Representatives, in an ef- 
fort to coerce and intimidate those 
gentlemen in the execution of their pub- 
lic duties by sending the roll-call, with 
deprecatory literature, to the home town 
or to the public generally. 

They have upbraided Senators for 
their votes, when that vote conflicted 
with their preconceived scheme. They 
have used their influence with certain 
members of the staff of the Federal 
Power Commission to prevent the is- 
suance of permits and licenses. They 
have ridiculed public officials, from the 
office of President down, because these 
officials, did not subscribe to their 
doctrines. 

They have sought to formulate pub- 
lic opinion through the press, and then 
have ridiculed “the capitalistic press” 
for printing their stuff. They have for 
many years carried on this and kindred 
activities. _ They inspired, instigated, 
lobbied for and obtained the present Fed- 
eral Trade Commission investigation of 
the electric light and power industry 
as a means of getting publicity to use in 
their concerted plan of soviet-izing 
American industry. They predicted the 
investigation three years before it oc- 
curred. 

In the year 1924 they were instru- 
mental in introducing into Congress a 
Federal superpower bill. The main 
features of the bill were: 


“A nation-wide public superpower system; 

“* * * the most economic utilization and 
development for the production of electric 
power; 

“The coordination of irrigation, flood con- 
trol, navigation and hydro-electric power 
production in order to secure the best re- 
sults for all; 

“Federal aid to states, cities, counties, dis- 
tricts and other political subdivisions in the 
development of public superpower systems 
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and service at cost, each project to be so 
organized and conducted as to pay for itself; 

“A bond issue of $500,000,000 by the 
federal government to provide a revolving 
fund for the initial financing of the system; 

“It is specifically provided that the gov- 
ernment power system at Muscle Shoals be 
placed under the control of the proposed 
public service commission to be completed, 
developed, and extended as found practical 
and made a part of the general public super- 
power system; 

“* * * The Boulder Canyon project on 
the Colorado River shall proceed as rapidly 
as possible with the development of that 
project as provided for by the Swing-John- 
son bill now pending in Congress.” 

The great resemblance of this bill of 
over 10 years ago, fathered by these 
organizations, to the present Public 
Utility Bill introduced this year is amaz- 
ing! It is rather striking too that we 
find the Federal Government actually 
granting money, by gifts and loans, to 
municipalities desiring to construct com- 
peting electric light plants, as was pre- 
dicted in the year 1924! This group 
has lobbied and was instrumental in the 
adoption of the 3 per cent Federal Tax, 
which tax applied to the privately owned 
and operated electric light and power 
companies alone and specifically excludes 
the publicly owned and operated plants 
from the same tax. 

They likewise lobbied for the enact- 
ment of the Johnson Bill, which denies 
to the electric light and power com- 
panies the protection of the Federal 
courts universally enjoyed by all the 
other citizens of the United States. 

They likewise now are lobbying for 
a bill to prevent suits being brought 
against the TVA by demanding ex- 
orbitant and unreasonable bonds as a 
prerequisite to bringing such suits. Ac- 
cording to a United Press report from 
Washington, it is stated: “Anybody who 
wants to sue the TVA must be willing 
to gamble a large amount of money that 
he will win. He must post a bond, 
guaranteeing that if he loses the suit he 
will reimburse TVA for the money it 
spent on lawyers’ fees and for the money 
it lost by not selling power while the case 
was being heard. . . . And they say the 
same principle might be extended to 
other New Deal projects, such as NRA, 
which is being harried by one adverse 
decision after another.” 

They are likewise instrumental in hav- 
ing introduced and are lobbying for Sen- 
ate Bill 1417, which involves the Gov- 
ernment Ownership and supervision of 
the bituminous coal business, hearings on 
which are now pending. This bill con- 
templates the expenditure of $300,000,- 
000 for the purchase by the Govern- 
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ment of coal reserves and marginal 
mines. : 

At a meeting of one of the organiza- 
tions held in Washington only last 
month, it was stated that they desire 
Government Ownership of banks and 
said: ““The time has come when abso- 
lute ownership and absolute control by 
the Government (of the banks) is made 
necessary to safeguard the rights of both 
the rich and the poor.” 

The Public Utility Law of 1935 now 
pending in Congress contains provisions 
not only abolishing all utility holding 
companies, but so shackling operating 
companies by Federal regulation as to 
eliminate most of the economies made 
possible by the engineering advance of 
the last decade and so prevent the con- 
tinuance of the excellent service ren- 
dered. By destroying the holding com- 
pany, the operating companies are 
rendered more vulnerable to attack by 
this group which seeks public ownership 
of them. 

In holding unconstitutional the Ten- 
nessee Valley Authority Act, Messrs 
Baker and Beck, eminent counsel, state 
in their opinion to the Edison Electric 
Institute: 

“To suggest that the power to regulate 
means the power to engage in interstate 
commerce would be fantastic were the con- 
sequences not so grave. For if the Federal 
Government may engage in one _ business 
merely because it is an interstate business 
(and it is contended that it may similarly 
engage in all manufacture and production 
which precedes or intrastate commerce which 
succeeds such interstate commerce), then it 
may engage in all; and if it may engage in 
them in any degree, it may make them Gov- 
ernment monopolies. By such an interpre- 
tation the Constitution would become a 
fundamental framework for the creation of 
a Communistic State. Manifestly, no such 
meaning or result can be attributed to the 


Federal power to regulate interstate com- 
merce.” 


Under these circumstances, is it not 
time to realize the gravity of the situ- 
ation? During the debates of the Con- 
stitutional Convention of 1787, George 
Mason of Virginia made the following 
prophetic statement: 

“By an inevitable chain of causes and 

effects Providence punishes national sins 
by national calamities.” 
All American industry is vitally inter- 
ested in this question. It must consider 
what it desires to do in order to protect 
its properties from the malicious and 
vicious attacks of those who would de- 
stroy it. 

I submit that the “golden” yardstick 
of the TVA is not a true measure of 
private vs. public ownership; that it is a 
birch-rod of destruction. 
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Meter Installations and Service Rebuilding 


By F. E. Davis 


The Commonwealth &§ Southern Corporation 


Presented at the October meeting of the Electrical Equipment Committee. 


HERE climatic conditions per- 

mitted, such as in many of the 

Southern sections of the coun- 
try, meters have been generally installed 
on front porches or back porches or other 
semi-protected places where access to the 
meters did not require entrance to cus- 
tomers’ buildings. In other sections, 
indoor meter installations have been 
generally considered more suitable. In 
recent years, however, it has become 
necessary to give more consideration than 
ever before to meter location and in- 
stallation, particularly the location and 
installation of meters outdoors, due 
mainly to three more or less fundamen- 
tal causes: First and probably most im- 
portant, the cost of service entrance and 
meter installations had risen to a point 
so high that further increase in domestic 
energy sales by the addition of major 
appliances was seriously hampered. This 
condition was partly due to requirements 
of inspection authorities, which in some 
instances at least had the indirect sanc- 
tion of the utilities. In some cases utility 
requirements for their meter installa- 
tions were responsible. Second, the prob- 
lem of current theft had become acute 
due, to some extent, to the pressure of 
the times and to the existence of many 
unenclosed or inadequately enclosed in- 
stallations. Third, increasing difficulties 
in meter reading and servicing due to 
locked premises, where meters were in- 
stalled indoors, required changed instal- 
lation methods to at least minimize the 
problem of repeat calls and_ billing 
troubles. The seriousness of this situa- 
tion can best be illustrated by citing the 
fact that in some localities as many as 
15 per cent skipped readings in one 
month have been recorded. The present 
increased difficulties seem to be due to 
changing habits of the people in their 
mode of living, so they cannot be con- 
sidered as temporary. 


In our group of properties the outdoor 
meter installation first became desirable 
in rural and resort territories in the 
North due to meter reading and servic- 
ing difficulties. At the same time, how- 
ever, in the South particularly, current 
theft was becoming more of a problem 
even where meters were generally in- 


stalled outdoors. At first, in the North, 
an attempt was made to have the cus- 
tomers build wooden cabinets on the 
outside of their houses or cottages in 
which the meter and service equipment 
could be placed, but it was found practi- 
cally impossible to get suitable enclo- 


sures provided due to high cost and- 


unsightliness. The next step was the use 
of an outdoor type combined meter and 
switch enclosure made of steel, but this 
was not particularly satisfactory due to 
its comparatively high cost and the fact 
that the switch and fuses were located 
on the outside of the premises. ‘These 
same combinations were tried in the 
South, but they were not found to be an 
answer to the theft problem. The cus- 
tomer owned the switch and meter en- 
closure and could always claim access to 
it if only to replace a fuse. It became 
apparent that it would be necessary to 
separate the company’s equipment en- 
tirely from the customers’ equipment if 
access to unmetered connections was to 
be prevented, and such separation would 
make possible the location of the service 
entrance switch and fuses inside the cus- 
tomers’ premises and the meter outside, 
where it could be effectively enclosed. 
This type of connection also offered pos- 
sibilities in reducing the total cost of 
service entrance installations. Many of 
the gadgets that had been added to ser- 
vice entrance switches for the con- 
venience of meter installation could be 
entirely eliminated and through redesign 
the cost of service entrance switches re- 
duced. The National Electrical Code, 
at that time, however, required that the 
meter be placed on the load side of the 
service fuses and did not permit the pro- 
posed connection of the meter ahead of 
the service entrance equipment, but 
Code approval for the meter, switch, 
fuse sequence of connection was finally 
secured. 

The original plan for meter installa- 
tions in the new sequence was to house 
existing types of meters in steel enclosing 
boxes when located outdoors and to use 
a small steel box for enclosing the wir- 
ing but not the meter when located in- 
doors. Usually these boxes also enclose 
a safety disconnecting device, which de- 
vice or its equivalent is considered neces- 
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sary by many operating departments, 
since no fuses are installed in the service 
conductors ahead of the meters. Later, 
die cast aluminum outdoor type boxes 
became available at reasonable cost and 
have been used extensively. The use of 
boxes, however, has been considered by 
many to be a makeshift method and in 
an effort to make their use unnecessary, 
the American meter manufacturers were 
requested to develop a meter and mount- 
ing suitable for either indoor or outdoor 
locations and which in mounting details 
would be the same for all manufactur- 
ers. The development of a standardized 
meter would also permit better stand- 
ardization of installations. 


Over a period of several years the 
manufacturers have developed and mar- 
keted a number of meters suitable for 
outdoor use, but, in general, none was 
favorably received until the type S and 


type A meters were made available. The 


type S meters are detachable and mount- 
ed on standardized sockets. The type A 
meters are similar to past types except 
the bases are made of die cast aluminum 
and standardized as to salient dimensions 
and terminal facilities. By the addition 
or interchange of certain standardized 
facilities the type A meter may be con- 
verted into either the type B or C as 
desired. 

Either the so-called type S or type 
A-B-C programs for meter installation 
offer considerable advantages over the 
use of boxes. They may be used in all 
meter locations whether indoor or out- 
door, all exposed parts are of non-cor- 
rosive material, they are comparatively 
inconspicuous when in outdoor locations 
and, in general, the cost is less than 
meters plus boxes in which to mount 
them. Standardization of installation 
methods to a greater extent than before 
is also practicable. 

Three general programs are now pos- 
sible: First, to continue the use of boxes; 
second, to use the type A-B-C meters 
where new meters are purchased and 
enclose the existing meters in boxes 
when mounted outdoors, and third, to 
use the type S meters where new meters 
are purchased and either enclose the ex- 
isting meters in boxes or rebuild them 
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to the type S. If service rebuilding on 
a large scale is not considered, and 
meters are located outdoors in a ma- 
jority of new installations, the two lat- 
ter programs will, in general, be the 
more economical in the long run: 

It has been determined that meters 
of the existing types can be rebuilt to 
the type S at approximately the same 
cost that a die cast aluminum outdoor 
meter connection box equipped with 
simple disconnect facilities can be pro- 
vided to enclose the old meter. A steel 
box with or without disconnect facili- 
ties would be somewhat more economical 
from the first cost standpoint but ex- 
perience with steel boxes of the best 
quality indicates that troubles from rust- 
ing will eventually be encountered. It 
will probably be necessary to paint steel 
boxes inside and out at least once dur- 
ing their lifetime, perhaps periodically, 
to prevent an unsightly condition on the 
buildings on which they are used and if 
so, the cost of painting will more than 
offset the additional cost of an aluminum 
box or the rebuilding of older type 
meters to the type S. 

It is the practice of the Common- 
wealth & Southern properties for all to 
use the same methods in making their 
meter installations. Boxes for both out- 
door and indoor installations have been 
used for several years but the economics 
of either the type S and type A-B-C 
programs made it desirable to change 
present methods. Since from a capital 
cost standpoint there was so little to 
choose between the type S or type A 
programs as described, the decision as to 
which method should be adopted as 
standard was put directly to the operat- 
ing companies. This resulted in unan- 
imous agreement to use the detachable 
type meters throughout for new and 
changed meter installations, both indoor 
and outdoor. An important factor in 
this decision was the possibility of com- 
plete standardization for new installa- 
tion since the same mounting facilities 
could be used in all cases. 

Our present program with respect to 
single phase meter installations is 
summed up in the following paragraph 
quoted from our service rule book: 

“Single Phase Installations, 100 Amperes 
Capacity or Less: On all new installations 
or existing installations that are to be re- 
arranged in any way that affects the service 
entrance conductors or service equipment, 
the meters shall be installed outdoors with 
the Company’s standard meter sockets ex- 
cept in those few cases where outdoor loca- 
tions are not suitable. Where outdoor loca- 


tions are not suitable, the meters may, with 
the Company’s permission, be installed in- 
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doors in suitable locations with standard 
meter sockets. These meter sockets will be 
furnished by the Company but installed by 
the customer.” 


Our plan regarding the rebuilding of 
meters is summed up in the following 
paragraph quoted from our meter de- 
partment bulletin on the use of the de- 
tachable meter: 


“Rebuilding Old Meters to the Detachable 
Type: Parts are available from the meter 
manufacturers to convert meters of all types 
manufactured since 1914 to the detachable 
type and it will, in general, be found neces- 
sary to rebuild a number of these old type 
meters each year. However, it is recom- 
mended that in so far as practicable only 
meters purchased since 1926, which have 


-both overload and temperature compensa- 


tion, be rebuilt. Should it be found necessary 
to convert meters purchased prior to 1926, 
the newer meters of these types should be 
chosen for conversion. In no case should 
meters purchased prior to 1914 be converted 
to the detachable type.” 

The meter socket has met with the 
universal approval of our metermen, the 
electrical inspectors, and the wiremen 
and contractors who have installed them. 
The only difficulties of moment en- 
countered have been in certain group 
meter installations and are mechanical 
in nature. When proposed developments 
for multiple installations progress to a 
point where they will be entirely satis- 
factory, it may then be possible to stand- 
ardize on a single socket for the single 
meter installations and thus bring about 
a more complete standardization for the 
detachable meter mountings. 


Service Rehabilitation 


A number of operating companies, 
particularly in the Middle West, have 
found it desirable to move large num- 
bers of meters installed in indoor loca- 
tions at present to the outside of cus- 
tomers’ premises. Generally, the justifi- 
cation is based on the decreased costs of 
meter reading and service expense and 
the diminution of meter tampering and 
the resulting energy diversion with its 
attendant complications. One company 
with a very elaborate rebuilding pro- 
gram has found their program justified 
from the standpoint of increased total 
registration of the meter alone. Another 
company with a program equally as 
elaborate gives more weight to meter 
reading difficulties and the desirability 
of keeping company employees out of the 
customers’ buildings. In the Common- 
wealth & Southern properties it is found 
that the rebuilding of all installations 
where tampering is indicated or sus- 
pected is justifiable and possibly a con- 
siderably larger number of installations 

(Continued on page 88) 
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Convention Proceedings of 
Utilities Commissioners 
Association Now Available 

ROCEEDINGS of the National 


Association of Railroad and Utilities 
Commissioners for 1934 have been pub- 
lished and are for sale by the State Law 
Reporting Company, 30 Vesey Street, 
New York City, the official reporter of 
the Association. The proceedings con- 
tains 500 pages and is priced at $6 per 
copy. 

The 1934 Proceedings volume con- 
tains discussions by Federal and State 
experts on: 

Regulation of motor vehicle transportation 
on highways in competition with the rail- 
roads. 

The Johnson Law, limiting the jurisdiction 
of the lower Federal courts in cases involvy- 
ing the validity of State orders. 

Valuation of utilities—the proper rate 
base, reproduction cost, depreciation and “go- 
ing concern” value. 


Elimination of railroad gradecrossings 
and the use of Federal funds therefor. 


Both Federal and State authorities 
are represented in the volume through 
addresses delivered at the November 
convention of the Association. Included 
are: 


For the Federal Government— 

William E. Lee, Chairman, 
Commerce Commission. 

Joseph B. Eastman, Federal Co-ordinator 
of Transportation. 

Ernest I. Lewis, Director of Valuation, 
Interstate Commerce Commission. 

Clyde L. Seavey, member of Federal 
Power Commission. 

E. O. Sykes, Chairman, Federal Communi- 
cations Commission. 

Frank R. McNinch, Chairman, Federal 
Power Commission. 

Paul A. Walker, member of Federal Com- 
munications Commission. 


Interstate 


For the States— 

Andrew R. McDonald, of Wisconsin, 
President of the National Association. 

Homer Hoch, Chairman of the Kansas 
Commission. 

Jesse W. Greenleaf, member of Kansas 
Commission. 

Albert J. Stearns, Chairman of Maine 
Commission.’ 

E. K. Murray, Director, State of Wash- 
ington Commission. 

Kit F. Clardy, former member of Michi- 
gan Commission. 

Alvin C. Reis, Counsel for Wisconsin 
Commission. 

Holmes Baldridge, Attorney for Oklahoma 
Commission. 


The 1934 volume also includes many 
reports from standing and special com- 
mittees of the Association. 
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McGraw Prize Paper 


Engineering Necessary in the Development of an Extensive 


Low Voltage Network 


such as bridges, buildings, and other 

structures, the engineering consists 
in making a thorough preliminary sur- 
vey and preparing a set of plans which 
describe the structure to be built in every 
detail. Although a large staff of men 
may be needed to produce the necessary 
detailed drawings and specifications, rela- 
tively few engineers are needed to take 
care of the unforeseen problems which 
may arise during the course of the actual 
building operations. 

On the other hand, the engineering 
connected with the building of a new 
electrical distribution system, in a terri- 
tory where a system exists, is a continu- 
ous one and requires that a large staff 
of engineers be available from the time 
the project is proposed until it is finished. 
The staff of engineers should be divided 
into two groups. The first group does 
much the same work as the men who 
engineer the construction of a building; 
that is, they prepare detailed plans for 
definite portions of the system. The 
second group, however, does much more 
general.and at times more difficult work. 
They decide where and when construc- 
tion shall be done, indicate in general 
how the-plans should look when com- 
pleted, and arrange for the efficient ac- 
complishment of the changeover with 
little inconvenience to consumers. It is 
the purpose of this paper to outline the 
manner in which a company may carry 
out this second type of engineering in 
connection with a project where the new 
system being built is an extensive under- 
ground low voltage network and the 
system being replaced is of the radial 
type. 

While it is intended to dwell mostly 
on the subject of engineering rather than 
to describe any or all of the distribution 
system, it will be necessary for an under- 
standing of the methods used to insert 
descriptions of such things as the terri- 
tory served, the fundamental system plan, 
and records used as a basis for calcula- 
tions. 


I N a majority of construction projects 


Territory Served and Type of Load 
Encountered 
The territory considered is typical of 
a community where it would be advis- 


By James L. Holton 
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Mr. Holton is the winner of the sec- 


ond McGraw Award for 1934. After 
graduating from Renssalaer Polytechnic 
Institute in 1926 with the degree of 
Electrical Engineer, he entered the ser- 
vice of the General Electric Company at 
Schenectady, N. Y., as a student engi- 
neer. He left this company in 1928 to 
go with the New York and Queens Elec- 
tric Light and Power Company, Flush- 
ing, N. Y., where he is now employed 
as Division Engineer of the General En- 
gineering Division of the Inside and Out- 
side Plant Bureau. 








able to install a large underground net- 
work. It has an area of about 100 
square miles and a population of about 
1,000,000 people. Of this total area, 
90 square miles are developed, the re- 
mainder being parks, cemeteries, golf 
courses, bodies of water and marshy or 
unclaimed land. A considerable amount 
of the developed land still is populated 
quite sparsely and hence should not be 
served by an underground low voltage 
network. However, the remainder of 
the developed territory, embracing about 
60 square miles, has an average popula- 
tion density which has been estimated to 
be about 12,000 people per square mile. 
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In general, especially in residential dis- 
tricts, the power demand on electrical 
distribution systems is proportional to 
the population. The community under 
consideration is fundamentally residen- 
tial and, although there are numerous 
factories, the problems of supplying large 
blocks of industrial load such as the steel 
mills of Pittsburgh, or large blocks of 
commercial load such as the skyscrapers 
of New York or Chicago do not exist. 
Hence it will be seen that the relatively 
evenly distributed heavy load provides a 
basis for the establishment of what has 
become known in the last few years as a 
standard low voltage network. 


Fundamental Plan 


The first step in the engineering of 
any project of this kind is to prepare a 
plan for the entire territory, this plan 
to be considered fundamental and to be 
followed as closely as is practical. Such 
a plan covers the general routes of pri- 
mary feeders, the location of transform- 
ers, and the most desirable arrangement 
of the secondary grid. Figures 1 (a) 
and 1 (b) show the primary and sec- 
ondary layouts of an ideal network which 
might well be a part of the fundamental 
plan at a location where the estimated 
load calls for each transformer to sup- 
ply eight blocks of the territory normally. 

The primary feeders are three-con- 
ductor, 500 MCM shielded cable oper- 
ating at 26,400 volts. The design is 
such that two of the feeders parallel each 
other along an avenue throughout their 
entire length. 

Transformers are three-phase, 500 
kv-a, with a ratio of 26,400 to 125/216 
volts and have taps in the primary wind- 
ing to allow adjustments when load con- 
ditions change or when the transformer 
is supplied by an abnormally long pri- 
mary feeder. Attached to one end of 
each transformer is a primary discon- 
necting terminal chamber and to the 
other end an automatic network pro- 
tector, the entire assembly forming a 
unit which can be handled easily. These 
network units are located in standard 
street transformer manholes spaced ac- 
cording to estimated load requirements 
for the area under consideration. 
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Fig. 1 (a), (6), (c), (d) 


The secondary grid is made up of 
three 500 MCM phase wires and one 
No. 4/0 neutral wire. One set of these 
secondary cables is installed on every 
street and every avenue and they are 
tied solidly at every corner. In places 
where the load warrants a close spacing 
of transformers, double sets of secondary 
are installed on the avenues, one set on 
each side of the roadway. 

Records Considered Necessary In Laying 

Out Extensions 

In order to plan extensions to the net- 
work intelligently, it is necessary, of 
course, to have accurate records of the 
company’s plant facilities available, and 
these records are usually kept by bureaus 


who work full time on the preparation 
and maintenance of such records. How- 
ever, engineers may need additional in- 
formation of a less detailed nature, and 
the following records are suggested as 
being suitable: 

1. One Line Diagram of System 


The 26.4 kv feeders which are to supply 
the network are assumed to come from at 
least two generating stations. Also since a 
considerable portion of the radial system 
exists, substations are still necessary and the 
substation transformers are connected to 
some of the same 26.4 kv feeders. A one- 
line diagram showing the generating sta- 
tions and substations, together with the posi- 
tion of feeders on busses and the location 
of circuit breakers or disconnect switches 
should be prepared and kept up to date. 
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Fig. 2 (a), (b) 


2. Card Record of Equipment, Loads and 
Voltages 

Fig. 2 (a) and (b) shows the two sides of 
a card which may be used as a record of in- 
formation on transformer installations. Fig. 
2 (a) shows the side on which is kept in- 
formation on the equipment installed, to- 
gether with such adjustments as have been 
made on transformer taps and network re- 
lays. Fig. 2 (b) shows the side on which 
are kept all load and voltage readings which 
are taken at the particular location. A full 
set should be taken when the equipment is 
put into service or when any change is made 
in adjustments. Also routine tests should be 
made about every six months on all installa- 
tions which have not been tested for any 
other reason during that time so that a 
recent record of load and voltage conditions 
everywhere on the existing network will be 
available at all times. 


3. Association Diagram for 26.4 Kv Feed- 
ers 


Fig. 3 shows a section of a diagram such 
as may be used to show the overall relation 
of primary feeders to each other. Minimum 
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voltages which will be tolerated with one, 
two, and three feeders out of service should 
be approved, and ail cases where the volt- 
age drops below these limits should be indi- 
cated on the diagram. 

As an example of how this chart is used 
suppose feeder No. 1 were to be out of ser- 
vice for any reason. It will be seen that 
feeder No. 6 should not be taken out inten- 
tionally since the chart shows that the volt- 
age will be below the limit which has been 
established. Likewise if feeders No. 1 and 
No. 3 were out of service feeder No. 8 
could not be taken out. The square black 
spot on feeder No. 4 indicates that this feed- 
er acts as a supply to a new section of the 
network and cannot be taken out of service, 
except during the offpeak hours, until the 
network is reinforced. 


Procedure For Laying Out Network 
Extensions 


Plans for immediate extension to the 
network may be prepared for any one of 
several reasons. In some cases it is de- 
cided at the beginning of the year that 
a definite area should be changed to net- 
work service and an item is put in the 
annual budget to cover this work. At 
other times a building, or several build- 
ings, may be erected, or old buildings 
may change hands or be remodeled, the 
load at that particular location increas- 
ing correspondingly. If this load in- 
crease is in an area which is to be net- 
worked eventually, it will call for an 
extension at this time. Other situations 
calling for immediate action may be 
brought to light by consumers’ com- 
plaints or the results of periodic voltage 
tests made on secondary circuits. 

When it is decided that a network 
extension is to be made, an effort to fit 
the proposal into the fundamental plan 
should be started immediately. If trans- 
former manholes are to be built, it will 
be necessary to decide whether they can 
be placed exactly where they were lo- 
cated -on the fundamental plan or 
whether a compromise with existing load 
conditions must be made. Referring to 
Figure 1 (d) it will be seen that a 
sudden load growth in the building at 
“A” might cause a transformer to be 
installed at ““C” and the location of “B” 
to be changed from Avenue V and 14th 
Street to Avenue V and 13th Street. 

The arrangement of the secondary 
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grid is very closely associated with the 
transformer location problem, it being 
necessary to provide sufficient secondary 
cables to supply the load even when pri- 
mary feeders are out of service. In 
some cases the secondary as proposed on 
the ultimate scheme is sufficient to give 
good voltage for all reasonable contin- 
gencies. However, in cases such as that 
shown in Figure 1 (d), calculations 
probably will show that double secon- 
daries are required on 13th Street in 
order that voltage can be maintained in 
the building at “A” when transformer 
“C” is out of service. 

When the location of the transformers 
and the amount of secondary reinforce- 
ment are established, the problem of the 
primary feeders to be used is to be con- 
sidered. Usually if feeders do not exist 
on the proper avenues considerable work 
is necessary to bring the feeders to these 
avenues. Referring to Figure 1 (a) and 
(c), both feeders on Avenue V will come 
from the generating station along this 
avenue eventually. However, for the 
time being, the installation of an addi- 
tional feeder on this avenue may not be 
justified and consequently the arrange- 
ment in Figure | (c) is used, the second 
feeder being brought up from Avenue Z. 
To maintain the best diversity it is often 
necessary to change several transformers 
from one feeder to another in the process 
of constructing a new extension. Use 
of the association diagram is made in ar- 
riving at the best primary feeder ar- 
rangement. In general it is not wise to 
increase the number of feeders with 
which a given feeder is associated as it 
becomes more difficult then to arrange 
outages on that feeder for maintenance 
or construction work. ‘The system dia- 
gram is consulted at this point also, as it 
is not advisable to associate feeders from 
the same generating station bus section 
very closely. If such associations were 
made, undesirable voltage conditions 
would arise on the network at times 
when trouble developed on that section 
or when it was out of service for clean- 
ing or repairs. 

When the general layout is in the 
form which seems best from the stand- 
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point of company facilities a survey of 
equipment owned by consumers is made. 
If it is necessary to include additional 
work for converting equipment, or for 
new apparatus to provide service to the 
old equipment, the final plans are made 
to include these additions. 


Procedure for Scheduiing Network 
Extensions 


When preliminary plans have been 
approved, the next job for the engineer 
is to coordinate the work on the detailed 
plans and the work on the actual con- 
struction so that the entire project will 
be completed as rapidly and as conve- 
niently as possible. 

The first step in the scheduling work 
is to get approval from all the bureaus, 
which are involved in any way, of com- 
pletion dates for their part of the work. 
Figure 4 shows a section of a tabulation 
which may be sent to the bureaus which 
draw the structural and electrical plans 
and to those who do the subway con- 
struction and electrical construction. 
This sample list covers only the work on 
transformer manholes, but similar lists 
may be prepared for installation of duct 
banks and pulling of cable. These lists 
should cover a span of about three or 
four months so that supervisors may have 
ample time to schedule the work in their 
own bureaus. 

When each bureau has agreed that it 
can meet the completion date specified 
or when the dates have been revised, if 
revisions are necessary, work on the de- 
tailed schedule for the coming month 
may be started. Each monthly schedule 
will consist of a series of jobs, and usual- 
ly these jobs are so related that they 
must be done in a certain sequence. For 


example, if a transformer is to be re- 


moved from one feeder and tied to an- 
other, it should be obvious that the 
feeder from which it is being removed 
must be out of service first. Also the 
outage on the second feeder should be 
arranged as soon as possible after the 
first so that the transformer will be out 
of service as short a length of time as 
possible. A similar line of reasoning 
applies to a case where a whole section 
of cable, with transformers attached, is 
transferred from one feeder to another. 

When the sequence of feeder outages 
has been determined from the nature of 
the work involved, an attempt is made 
to fit this sequence of outages into the 
number of working days in the month. 
Usually it is necessary to make some of 
them simultaneous, and care must be 
taken to consult the association diagram 
and avoid such outages on associated 
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Fig. 5 


5100 af on 1-24 to 5:00 aM on 1-25 


Fooder fie 
Work required before thie item ise started: 
4. Pull end eplice cable of feeder #14 on Avenue A from Ith Street to 


15tb Street. Tie dead cadle tagged feeder #2l(north) to new caole 
of feeder #14 (south) in M¥-295 at Avenue A und 15th Street. 


B. Tie dead cable tagged feeder f21 (south) in MH~307 et Avenue A 
end 20th Street to dead cable tagged feeder #25 (north). 


C. Tie dead cadle tagged feeder #25 (south) to dead cable tagged 
feeder #51 (north) in MH-SLL at Avenue A and 25rd Street. 


D. Camplete work om the instelletion of e« stenderd network unit in 
transformer manhole #4 st Avenue A and 9th Street and pull io 
cable fros the transformer manhole to MB-! 


Work to be done efter the feeder is taken out of service: 


1. Open half-duplex splice in MH-249 et Avenue A and 7th Street. 
Make up straight eplice making feeder #14 continuous along 
avenue A. 


2. Open etraight eplice in Mi-264 at Avenue 4 and 9th Street. 
Make up half-duplex eplice tying feedout from Dai-34 to 
feeder #14 going sorth and south 
Restore feeder #14 to service. 


bs 2% 


The following secondary tise must be instelled before the network ewitch 
in TMH #34 ie made automatic: 


On Oth Street from Avenue A to Avenue B 
Om 10th Street from Avenue 4 to Avenue C 
Op Avenue B from Sth Street to th Street 


Fig. 6 


feeders. Figure 5 shows a section of a 
chart which might well be the first page 
of a monthly schedule, since it shows the 
sequence and duration of feeder outages 
in summary form. 

The details of the work to be done 
while a feeder is out may be written on 
a sheet similar to that shown in Figure 6. 
This sheet describes the work on primary 
cables in detail and outlines what other 
work must be completed before the feed- 
er is taken out of service. To clarify 
the detailed description a diagram of 
the feeder in question before and after 
the work is done, with item numbers to 
show the various steps, should be at- 
tached. One of these diagrams is shown 
in Figure 7, this diagram to accompany 
the detailed sheet shown in Figure 6. 
Hence the detailed schedule for any 
month will consist of a title page, a 
summary sheet (Figure 5), and about 
20 or 25 detailed sheets (Figure 6) with 
their corresponding diagrams (Figure 
7). 

For easy handling of a schedule of this 
nature a committee consisting of one con- 
struction man, one operating man, and 
one or two engineers should be formed. 
Several copies of the schedule should be 
sent to the construction and operating 
men so that they may distribute them to 
the members of their organization for 
approval. This distribution should ‘be 
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made about two weeks before the date 
when the operating department must 
have its final schedule completed. A 
meeting of the committee may be called 
about one week later and _ necessary 
changes agreed upon at this meeting. 
Such an agreement allows the men who 
are in touch with the actual work to 
have a hand in the schedule before it is 
issued to them in its final form, thus dis- 
pelling any idea that they are under the 
dictatorship of the engineer. Also, it 
allows the operating men to arrange 
other work, such as oil circuit breaker 
cleanings and relay tests, so that they 
may be done on the outages set up for 
construction work. 

After the schedule committee meeting 
two or three days will be required for 
each member of the committee to check 
the changes suggested by other members 
to see if all persons involved in his de- 
partment are in agreement. ‘Thus, al- 
lowing the remaining two or three days 
for retyping of the detailed sheets and 
revision of the accompanying sketches, 
the schedule in its final form may be 
issued on time. 

Of course, every effort will be made 
to do the work as scheduled, but very 
often trouble on associated feeders or 
very bad weather conditions cause a post- 
ponement of one or more jobs. Conse- 
quently the engineer’s job is not finished 
when all plans are issued and the final 
schedule is approved. On the contrary, 
he must follow it until the last job is 
done to see that portions which must 
follow each other in sequence are done 
in that order in spite of postponements 
or cancellations. Often the hardest part 


Svuasrarion No.7 


-o 








s fQ 
wv 
> wy 
> 
v = 
97 sx 
7" s- 
£x1s7 ING 
ConDiTioN 
Fzeever (4 





March, 1935 


of the scheduling is in trying to re- 
arrange the work after the postponement 
of a key job in the middle of a monthly 
schedule. 

The last task which the engineer has 
to perform in connection with a net- 
work extension is in the follow-up. Not 
only must he follow the schedule to make 
sure it is executed in the proper order, 
but he must check the operation of the 
whole extension to see that it is per- 
forming the service for which it was 
designed. ‘The load conditions may have 
changed since the original estimate was 
made or perhaps some change in oper- 
ating procedure has caused voltage to 
be less than was calculated. In any case 
the engineer must order tests to deter- 
mine if all loads and voltages are satis- 
factory, and if they are not he must rec- 
ommend changes to make them so. 


Conclusions 


A summary of the engineering neces- 
sary for the changeover of a radial sys- 
tem to an underground low voltage net- 
work system shows that the job starts 
when the decision in favor of network 
is made and continues until the last sec- 
ondary cable is pulled. It shows that 
the type of engineering needed for such 
a project requires not only an ability to 
make technical calculations, but an un- 
derstanding of the problems of the con- 
struction man and of the operating man. 
It is believed that the general principles 
outlined here may apply to changeovers 
involving other types of systems and in 
territories with other types and densities 
of loads, as well as to the specific case 
which has been considered. 


MH, BIS 
“ Ee 19 
23" 5, q YASH [c] 
Sp _{B] 
A 
"A 


27° & 


| y4.293 | | [5 Se 





7M.H, 34 
CH 2] 9” Sr. 
‘alk va 
+ 
PeoroseD 
ConD:TION 
Feever /4 


Fig. 7 

















ces- 
sys- 
1et- 
arts 
ork 
sec- 
that 
uch 
y to 
un- 
‘on- 
Jan. 
ples 
vers 
1 in 
ities 
case 


Ke B 








Effect of Street Lighting On Accidents 


By C. R. Beardsley 
Brooklyn Edison Company 


Third of a series of articles sponsored by the Accident Prevention Committee, Edison Electric 


HERE is fascination and pleasure 
in driving over an unlighted wind- 
ing road picking out the unfolding 
turns with the high beam _ headlights. 
Perhaps you may disturb a night prowl- 
ing animal on search for courtship or 
kill. You continually explore a small 
section of unknown and changing world. 

When, however, an approaching car 
tops the rise ahead and shoots you with 
the full glare of undimmed high beam, 
driving pleasure is replaced with a sense 
of utter helplessness. Real danger at- 
tends: that of sideswiping the other car 
especially if it be a truck with a wide 
unlighted side overhang; or of being 
ditched; or possibly of hitting an un- 
lighted vehicle or a pedestrian whose 
presence in the driving lane, now a black 
tunnel, is unsuspected. 
~ State laws exist prohibiting the dan- 
gerous use of overpowered or poorly 
adjusted lights, but they are not en- 
forced. On main highways too many 
drivers make continuous use of the high 
beam. Only rarely encountered drivers 
respond in kind to a lowering or dim- 
ming of lights. 

In cities at “blind” street corners, 
which are poorly lighted, even the low 
beam headlight should give a driver on 
a cross street ample warning, at reason- 
ably moderate speeds, of the approach 
of a car he cannot see, but the city prac- 
tice of driving with parking lights only, 
fails to make use of this projected light 
warning. 

Thus it is clear that both on high- 
ways and in cities automobile lights, as 
safety equipment, have inherent limita- 
tions attending their use. The only 
really effective means by which drivers 
can escape headlight blindness is for com- 
munities to provide adequate highway 
lighting, so designed as not in itself to 
produce glare, so that the automobiles 
need not use bright headlights; and so 
that cars, wagons, pedestrians, obstruc- 
tions, animals will be outlined against 
a background of soft well-diffused light 
or lighted surface. The intensity need 
not be high if all sources of glare are 
removed. Bare light sources of street 
lights, store windows, filling stations, 
electric signs, etc., should be masked. 


Institute, W. A. Buchanan, Chairman 


Both good taste and effectiveness of ad- 
vertising value should lead to the avoid- 
ance of bare light sources. 

The preceding observations express 
obvious facts, yet early mistakes or fail- 
ures by communities to provide adequate 
street and highway lighting seem to be 
perpetuated through stale custom. 

The recent sharp increase in auto ac- 
cidents and fatalities (21,628 in 1925 to 
36,000 in 1934) has focused attention 
on the necessity of drastic prevention 
measures. In order to ascertain causes 
and obtain statistical background, valu- 
able studies have been made. Their 
data is available. (Note bibliography 
appended.) It is not the intention here 
to “crib” from the very fine analyses 
which have been made, but merely to 
emphasize their conclusion that the bulk 
of fatalities occur in twilight or early 
evening hours, under conditions leading 
to the statement that many driving haz- 
ards would be prevented by adequate 
lighting. 

Good salesmanship on the part of 


lighting company commercial forces 
should find opportunity for a_ real 
revenue increase even in the face of 


restricted public budgets. The cost to 
a community of the excessive property 
damage, injuries and fatalities is demon- 
strable as being many times the cost of 
adequate street lighting. 

Before starting a campaign for in- 
crease in street lighting, it would be well 
to review the fixtures which have been 
developed and designed to provide bet- 
ter light distribution and eliminate glare. 
Also for special requirements the new 
light sources may prove adaptable. The 
great room for improvement lies as much 
in quality of illumination as in intensity. 
The new fixtures will do an improved 
and adequate job without exceeding 
moderate cost. In city use we may 
therefore seek to replace unshielded 
sources with proper fixtures. ‘Trial in- 
stallations may bring about popular de- 
mand for extension. 

The approach to improved highway 
lighting is more difficult. A few short 
stretches have been equipped with mod- 
ern units but the long distances to be 
lighted and perhaps the remoteness of 
some parts of these roads from source 
of current supply will render this a 

(Continued on page 88) 








Grand Island, Neb., Safety Conference in Session 


On Feb. 22, the eighth annual safety con- 
ference of the Nebraska Electric Association 
was held at Grand Island, Neb. The regis- 
tration was two hundred and fifty, which 
was made up mostly of foremen in various 
operating departments. 

This is an increase of almost 50 per cent 
over the attendance at any other of these 
safety meetings. 
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The event has become an institution in 
Nebraska, specializing on round table dis- 
cussions, with foremen participating freely 
on various safety and first aid matters. 

This year the conference attracted men 
from Iowa and Missouri. Also representa- 
tives of telephone companies, private con- 
struction companies, police and fire depart- 
ments were present.—T. B. 
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COMMERCIAL COOKING SURVEY—1934 


Each year since 1926, a survey of sales of electric com- 
mercial cooking equipment has been conducted in order that 


the trends in business might be indicated. 


chairman of the Industrial Power & Heating Committee, 
appointed B. M. Riker, Rockland Light & Power Company, 
Nyack, N. Y., to undertake such a survey for 1934. 





No. | No. Salesmen 
Comm’! | Part Full 
Co. Meters Sales Policy | Time Time Kw  Kwhrs 
1 39,000 Sells direct if necessary, but prefers to 
sell through dealers..............5. Si 300 300,000 
All salesmen help 
2 11,222 Sells direct, also through dealers...... | 4 Also sell | 475 950,000 
lighting and air 
conditioning 
3 30,000 All sales made by dealers............ sis 332 265,600 
4 DN aaah an aa 4: os nighe nas avionaeey oe 6 1 | 435 521,500 
5 8,315 Sell direct, also through dealers....... o 2 | 1,020 1,500,000 
6 69,000 Merchandising limited. Sales through | 
kitchen equipment houses........... 5 ef | 780 1,560,000 
7 28,474 Sell through dealers.................. 1 oe | 156 249,600 
8 9,712 Sell through dealers.................. 1 | 453 228,340 
-— - > RRR aren 12 .. | 1,300 1,950,000 
10 36,000 Sell through dealers.................. 11 2 584 430,358 
11 IE ooo 6:0. 5:6 ork kee vaio esieasie. 6 1 oe 250 465,000 
12 11,291 RN 56 oc aw aScs6 oa wk earn BN 1 eid 450 604,800 
13 36,170 - Sell through dealers................ . 8 2,825 2,456,232 
14 33,000 Sell through dealers.... ............ 4 1 850 1,872,000 
15 8,351 Sell direct, also through dealers....... 1 a 148 242,000 
16 miacis, WDE ANEMNE MN OMONN o o neo acac.ain.cicseciaree 17 ; 1,563 1,519,000 
17 *43,462 15 companies sell direct; 10 companies 
handle sales through dealers........ ie 6 1,073 1,647,519 
18 50,000 Some sales direct; mostly through 
EE Ra ees 20S een eee Pes 1 as 97 122,000 
19 75,000 Sell through dealers.................. 750 1,000,000 
All salesmen help 
20 19,487 en ae Ce eee eee ee re 3 785 814,227 
I a ee 10 sa 420 656,000 
22 $312 Sell through dealers.................. 14 3 1,016 1,300,800 
23 Sicine SME GMNOUBD: CORNERS... oo. cc ce cies + 6 2,017 2,245,490 
24 23,100 Sell through dealers.................. Sk 1 404 421,000 
25 31,706 Sell direct, also through dealers....... 1 ar 210 330,000 
26 44,000 Sell through dealers.................. a 3 1,750 3,500,000 
All salesmen help 
27 20,736 _Sell direct, also through dealers....... 6 1 2,200 5,280,000 








* Represents 28 operating companies. 


Meter Installations 
(Continued from page 82) 


than this may be justified on the basis 
of general increased registration and the 
elimination of meter reading difficulties. 
Serious consideration is now being given 
a program of general rebuilding similar 
to that mentioned above. 

Different methods are being used at 
present for this class of rebuilding work 
because of variations in meter installa- 
tion practice and varying local rules and 
conditions. In most cases the meters 
formerly installed indoors are placed in 
enclosing boxes when moved to outdoor 
locations. The majority of the boxes 
being used are of the folded rustproof 
steel construction, although a consider- 
able number of aluminum boxes are also 
being used. The steel box type of in- 
stallation, in general, gives the lowest 
over-all first cost for the original instal- 


W. H. Sammis, 


1934 CoMMERCIAL COOKING SURVEY 





lation, but these costs vary widely in 
different locations. With estimated and 
actual costs varying from approximately 
$5.50 to $15.00 it would seem that an 
additional expenditure for aluminum 
boxes or for rebuilding the old meters to 
the detachable type should not give a 
very large percentage increase in over- 
all cost and that such increased cost 
should be justifiable on the basis of lower 
maintenance or standardization in prac- 
tice. 


Effect of Street Lighting on 


Accidents 
(Continued from page 87) 


slower process of development. Per- 
haps here the correction at least for 
some years must be in wider, straighter 
highways and stricter enforcement of 
headlight laws. This, however, is a 


poor makeshift compared with adequate 
lighting. 


1934 Commercial Cooking Sales 


A subsantial number of companies returned information 
in answer to a questionnaire. 
lated that were complete, and although the data presented 
herein are brief, the sales results of these twenty-seven elec- 
trical systems for commercial kitchen equipment will be 
found interesting and helpful. 


Only those have been tabu- 


Annual 
Revenue Biggest Market—1934 
$9,000 Pantry and Counter Equipment 
19,000 Heavy Duty Cooking Equipment 
13,280 Pantry and Counter Equipment 
13,050 Pantry and Counter Equipment 
25,600 Baking, 386 kw. Cooking, 337 kw. 
31,200 Pantry and Counter Equipment 
6,240 Pantry and Counter Equipment 
4,566 Heavy Duty Cooking Equipment 
52,000 Pantry and Counter Equipment 
7,768 Pantry and Counter Equipment 
10,000 Pantry and Counter Equipment 
13,477 Heavy Duty Cooking Equipment 
33,896 Pantry and Counter Equipment 
37,440 Pantry and Counter Equipment 
6,050 Pantry and Counter Equipment 
42,755 Pantry and Counter Equipment 
33,460 Heavy Duty Cooking Equipment 
3,050 Pantry and Counter Equipment 
15,000 Pantry and Counter Equipment 
22,174 Pantry and Counter Equipment 
11,564 Pantry and Counter Equipment 
27,500 Pantry and Counter Equipment 
102,922 Pantry and Counter Equipment 
11,000 Pantry and Counter Equipment 
5,000 Heavy Duty Cooking Equipment 
57,500 . Pantry and Counter Equipment 
__ 66,000 Heavy Duty Cooking Equipment 


Certain it is that the lighting com- 
panies have an opportunity to bring 
about corrective measures directed 
against the national disgrace of automo- 
bile killings. A vigorous educational 
presentation of the facts brought out 
in some of the studies listed below will 
be of real public service. 


Bibliography 


1. “Public Safety as Affected by Street 
Lighting.” R. E. Simpson. National Bureau 
of Casualty and Surety Underwriters. New 
York City. 

2. “Street Lighting and the Science of 
Seeing.” Paul H. Goodell. Illuminating En- 
gineering Society. New York City. 

3. “The Code of Street Lighting.” Com- 
mittee of Street Lighting. Illuminating En- 
gineering Society. New York City. 

4. “Relation of Highway Lighting to High- 
way Accidents.” Arnold H. Vey, Traffic 
Engineer, State of New Jersey. 

5. Examining Applicants for Drivers Li- 
censes.”’ National Safety Council. 


Note: The first four articles are published in 
one volume of Transactions of the Illuminating 
Engineering Society for January, 1935. 
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Present Status and Future Development 


of the Rectifier 


By A. M. Garrett 


A paper presented at the February meeting of the Electrical Equipment Committee 


HE mercury are power rectifier, 

since its introduction in this coun- 

try 10 years ago, has so increased 
in number as to be considered an estab- 
lished competitor in the conversion field 
with the synchronous converter and the 
motor generator. This is especially true 
in railway service, where it is equally 
applicable to large city traction systems, 
steam road electrification, or electric in- 
terurban railways. 

The first rectifiers brought to the 
United States or produced in this coun- 
try were accepted by the operating com- 
panies largely on an experimental basis 
with the idea that the rectifier would 
eventually equal the converter and the 
motor generator in performance and re- 
liability, and have in addition those ad- 
vantages naturally inherent to the recti- 
fier. Briefly summarized the principal 
advantages are as follows: 

1. The rectifier is primarily a static 
machine with no involved rotating 
element requiring periodic inspec- 
tion, replacement and maintenance 
of wearable parts. 

It is an ideal unit to use where 
noise must be taken into considera- 
tion. . 

.It is well adapted for installation 
in places which are not suitable for 
or motor generator, 
rooms or 


tN 
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a converter 
such as underground 
vaults. 
4+. A single rectifier unit is sufficient 
for any voltage requirement in the 
commercial field, whereas for ser- 
vice voltages above 750 volts, the 
rotating types, because of commu- 
tator limitations, require two units 
in series to produce the desired out- 
put voltage. 
The rectifier has a better efficiency 
than the converter or motor gen- 
erator, the degree of improvement 
being dependent upon the operating 
voltage and the nature of the load. 
A rectifier operating at 1500 volts 
with a highly fluctuating load, with 
long periods of light load, shows an 
efficiency noticeably higher than the 
converter or motor generator. 
Since the earlier types many improve- 
ments have been incorporated in the 


wm 


rectifier. Some of these features are: 


(a) The capacity of the unit has been in- 
creased until units of 5000 amperes and 
higher rating are now practicable. 

(b) The addition of screens in front of 
the anodes has provided better control of the 
potential conditions in the arc stream and 
decreased the susceptibility of the unit to arc 
back when the current transfers from one 
anode to the other. 

(c) Improved evacuating apparatus and 
better sealing of the bowl reduces the occa- 
sions of low vacuum and the presence of 
“remnant” gases. 

(d) Improved arrangement of the cooling 
facilities has resulted in more uniform tem- 
perature conditions and reduced susceptibil- 
ity to are backs. 

(e) The use of anode heads of carbon in- 
stead of steel permits higher arc tempera- 
tures on the anode surface without danger 
of distorting the material. 

(f) The output voltage of a rectifier can 
now be regulated to give a flat voltage 
curve by means of a grid placed in the arc 
stream and energized at the proper instant 
to control the firing of the anode. 


Future Developments 


As indicated, the rectifier has made 
substantial progress in reliability and 
performance in the last 10 years and in 
many respects is now considered to be 
on an equality basis with rotating con- 
verters. There are, however, certain ad- 
verse conditions that still cling to it and 
furnish a handicap to its full accepti- 
bility. 

One of these conditions, which has 
been associated with the rectifier from 
its earliest use, has been the time re- 
quired to overhaul the unit out of ser- 
vice for major repairs. Although the 
frequency of these major repairs has 
been reduced in the latest types, the ele- 
ment of time in making the repairs, from 
two to three days, has not decreased. 
As yet, there seems to be no way by 
which the time required to open the bow], 
make repairs, reassemble the unit, pump 
down the vacuum, and reform the unit 
can be shortened. The last two oper- 
ations, that of evacuating the unit and 
reforming, is an indefinite procedure and 
therefore requires the greatest amount 
of time. 

In the future development of recti- 
fiers the question of improvement in in- 
sulation should be considered. In a rec- 
tifier the insulation is subjected not only 
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to electrostatic and mechanical stress 
but to high temperatures as well. In 
some instances operating experience has 
shown insulation to be the most unreli- 
able material in a rectifier. 

The “ripple” or undulations produced 
by the voltage wave in a rectifier may, 
by means of inductive effects, produce 
interference in parallel communication 
circuits. For the direct current side of 
the unit the use of a series reactor and 
resonant shunts have been found satis- 
factory for smoothing out the principal 
harmonics. However, where the A.C. 
supply lines to the rectifier may be over- 
head rather than underground and par- 
allel to the communication line, the prob- 
lem becomes more involved and more 
expensive to correct. Several installa- 
tions are now being equipped with reso- 
nant filters on the A-C side to mitigate 
the disturbance. The extent of exposure 
to the communication line is also a de- 
cided factor in the problem. 

A survey of a number of installations 
shows the installed cost of a rectifier is 
higher than that of a converter of corre- 
sponding size. Also the maintenance and 
repairs are equal to or greater than for 
the converter. Originally the develop- 
ment cost was some justification for a 
higher cost of a rectifier, but this does 
not seem to be warranted today, since 
the rectifier is on a much larger produc- 
tion basis in both number and size. In 
many instances the original installed cost 
was not the final investment, since the 
cost of subsequent improvements and 
added devices to increase the reliability 
of the rectifier had to be included. In 
theory the maintenance and repair cost 
of a rectifier should be much lower than 
for a converter. Up to the present time 
operating practice does not show such. 

Considering the advances the mercury 
rectifier has made up to the present time, 
it does not seem consistent to believe that 
the remaining unfavorable features still 
characteristic of its present status indi- 
cate a limitation as to its future use, but 
rather that through further development 
these adverse conditions can be elim- 
inated, and establish the rectifier as a 
universally accepted unit for conversion 
purposes. 
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Prime Movers Committee Meeting 
Alfred Iddles, Chairman 


HE winter meeting of the Prime 

Movers Committee was held Jan. 
14-15 at Detroit, Mich. Practically all 
of the members of the committee at- 
tended, as well as a number of guests 
from the nearby power companies. Mr. 
J. N. Landis, of the Brooklyn Edison 
Company, 380 Pearl Street, Brooklyn, 
N. Y., was appointed Secretary of the 
Committee. 

A progress report on Precipitation of 
Dust from Flue Gases had been pre- 
pared by Professor Christie, and was 
distributed to members of the commit- 
tee. In the discussion of this report it 
was brought out that a number of the 
large cities are employing various meth- 
ods for obtaining information on the 
solid content of the air over the cities. 
These results indicate a wide variation 
in the solid matter deposited in the dif- 
ferent cities, and also a wide variation 
between the deposits in a residential area 
and a business area of the same city. 

The question of using flue gases as a 
source of carbon dioxide for the manu- 
facture of dry ice was reviewed. Several 
members who have investigated this sub- 
ject have concluded that it is more eco- 
nomical for the dry ice manufacturer to 
generate his own carbon dioxide than to 
resort to the necessary special operating 
conditions and installation features nec- 
essary to secure the high CO. content of 
gases required for the dry ice manufac- 
ture. Dry ice has been successfully used 
in several cases to shrink members for 
assembly, either in place of or together 
with, the heating to expand the external 
members. 

The Boiler Subcommittee presented 
an outline of the report which they are 
preparing. This report will be confined 
to subjects that are of real interest and 
value to member companies under the 
present circumstances. 

Professor White presented a paper 
including lantern slides of curves and 
photographs on material for use with 
high temperature steam. He _ circu- 
lated copies of the following tentative 
A.S.T.M. specifications dealing with 
this type of material: 
A106-34T—Tentative Specifications for Lap- 

Welded and Seamless Steel Pipe 
for High Temperature Service. 
A155-34T—Tentative Specifications for Elec- 
tric-Fusion-Welded Steel Pipe 
for High Temperature and 
High-Pressure Service. 
A157-34T—Tenative Specifications for Alloy- 
Steel Castings for Valves, 


Flanges and Fittings for Service 
at Temperatures from 750 to 
1100 F. 

A158-34T—Tentative Specifications for 
Seamless Alloy-Steel Pipe for 
Service at Temperatures from 
750 to 1100 F. 


The Turbine Subcommittee had in- 
vestigated the field within its scope and 
made the following recommendations: 


1. Discontinue turbine outage data _ until 
newer units have had more service. 

2. There is not sufficient material available 
to justify a printed report as many of the 
subjects suggested have been previously 
covered. 

3. The subjects suggested should be discussed 
in Committee meeting and a resume of 
such discussion be incorporated as a part 
of the minutes. 

4. Because of its importance to the industry 
it is suggested that a subcommittee be 
named to report at the next meeting on 
the subject of “rehabilitation of existing 
generating stations by utilizing superim- 
posed capacity.” It would be the purpose 
of this subcommittee to contact and obtain 
from the member companies such infor- 
mation as those companies may have 
available on the subject. It is believed 
that such a report, drawing conclusions 
from the information obtained from the 
member companies, would be a valuable 
contribution by the Prime Movers Com- 
mittee. The report itself would be con- 
sidered as a part of the Minutes of the 
Meeting and could be in mimeograph 
form. 
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The subcommittee on Oil and Gas 
Engines is preparing a report that will 
cover the same general subjects as cov- 
ered in the 1933-1934 report. In addi- 
tion, this report will deal with the 
newer high-speed engines. 

Mr. Dillon reported that there has 
been a recent invasion of the waters of 
Boston harbor by a marine organism 
which eats the piling. Considerable 
trouble has been experienced in the har- 
bor, and extensive pile replacements will 
be necessary. ‘These organisms repro- 
duce profusely, their action takes place 
rapidly when it starts, and they eat a 
pile near the mud line to a diameter 
about 2 in., and then move to other 
sites. Any information available on the 
suitability of concrete piling for north- 
ern waters would be very helpful in this 
situation. 

An extensive round-table discussion of 
the difficulties encountered in the opera- 
tion of steam generating systems and 
their associated equipment was held, and 
the members interchanged experience re- 
lating to the means they have developed 
for combating the various difficulties 
encountered. 

The next meeting of the committee 
will be held at the William Penn Hotel 
in Pittsburgh on April 15 and 16. This 
meeting is being coordinated with the 
meetings of the other engineering com- 
mittees. 





Transmission and Distribution Committee 
Meeting 


Mark Eldredge, Chairman 


HE Transmission and Distribution 

Committee of the Edison Electric 
Institute held its sixth meeting at the 
Statler Hotel, Buffalo, Feb. 11-13, in- 
clusive. , 

The forenoon session on Feb. 11 was 
in charge of Chairman Eldredge. Mat- 
ters relating to plans for committee ac- 
tivities were discussed. Adjournment 
was taken in time to afford an oppor- 
tunity for the various groups of the 
committee to meet separately and discuss 
plans for carrying on their respective 
assignments. 

The afternoon session on Feb. 11 was 
in charge of the Standards and Specifi- 
cations Group under the sponsorship of 
Mr. D. W. Roper of the Common- 
wealth Edison Company, Chicago. Due 


to Mr. Roper’s absence, Mr. W. G. 
Kelley presided. Reports were given by 
project sponsors on timber products, 
transformer standards, hard drawn cop- 
per transmission cable, pole line hard- 
ware, fiber conduit and weatherproof 
wire. 

The meeting’ on Feb. 12 was devoted 
to the presentation of the following 
technical papers relating to underground 
distribution ; the session was in charge of 
Mr. C. T. Sinclair, sponsor of the Un- 
derground Distribution Group: 


1—Alarm Relays for Use with Feeder 
Type and Balanced Pressure Type Oil Res- 
ervoirs—by E. D. Eby, Engineer, General 
Electric Company, Pittsfield, Mass. 

2—The Development of a Low-Cost, Pre- 
cast, Concrete Duct for Installation without 
Protective Envelope and a Precast Service 
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Box and Concrete Manhole Cover for Side- 
walk Installations—by W. F. Davidson, 
Director of Research, Brooklyn Edison Com- 
pany. 

3—Corrosion of Subway Transformer 
Tanks—by P. H. Chase, Chief Engineer, 
Philadelphia Electric Company. 

4—European Cable Practice—by W. A. 
Del Mar, Chief Engineer, Habirshaw Cable 
and Wire Corp. 

5—Development of Secondary Network 
Cable—by G. B. Shanklin, General Electric 
Company. 

6—Rebuilding Overhead Type Distribu- 
tion Transformers for Underground Service 
—by P. H. Chase, Philadelphia Electric 
Company. 

7—Rural Electric System Utilizing Copr- 
sheath Cable—by F. L. Aime, Electrical En- 
gineer, Anaconda Wire and Cable Company, 
Hastings-on-Hudson, N. Y. 

The session on the forenoon of Feb. 
13 was given over to overhead distribu- 
tion problems and was in charge of Mr. 
Merrill DeMerit, sponsor of the Over- 
head Distribution Group. The follow- 
ing subjects were discussed : 

1—A paper was presented by Mr. Eld- 
redge that had been prepared by Mr. H. M. 
Clayton on Long Span Rural Lines. 

2—Discussion on Bare Wire for Distribu- 
tion Circuits—by Mark Eldredge, and Pole 
Strength Requirements and Embedment De- 
terminations—by T. H. Haines. 

3—Distribution Economics—by Merrill 
DeMerit. 

4+—Distribution Transformer Economic 
Design Factors—by A. C. Farmer, Westing- 
house Electric & Manufacturing Company, 
with discussions by Mr. Howard Keath 
Wagner Electric Corp., J. B. Hodtum of the 
Allis- Chalmers Manufacturing Company 
and H. F. McRell of the General Electric 
Company. 

The afternoon meeting of Feb. 13 
was in charge of Mr. W. F. Davidson 
of the Brooklyn Edison Company, spon- 
sor of the Plant Coordination problems 
ef the Transmission and Distribution 
Committee. Discussions were given on 
joint use agreements and specifications 
by Messrs. W. F. Davidson, T. H. 
Haines and: A. E. Silver. Mr. Haines 
outlined in considerable detail the status 
of the current revision of joint use con- 
struction specifications and discussed in 
general suggestions that had been made 
for use in preparing a specimen joint use 
agreement. Many phases of these ques- 
tions were raised for discussion, and 
helpful suggestions were made with ref- 
erence to the work that is being done 
jointly with the Bell Telephone System 
on joint use matters. 

The attendance at this meeting was 
approximately one hundred, about half 
of this attendance being engineers from 
member companies. 

The next meeting of the committee 
has been tentatively set for the week of 
April 15 at Pittsburgh. 
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Electrical Equipment Committee 
W. F. Sims, Chairman 


HE winter meeting of the Elec- 

trical Equipment Committee was 
held at the Netherland Plaza Hotel, 
Cincinnati, Ohio, on Feb. 18-19. Most 
of the members of the committee were 
present, and a number of guests attended 
the open meeting. 


Apparatus and Design Division 


Mr. Wilbraham presented a_ paper 
outlining a number of the more impor- 
tant applications of electronic devices in 
the industry. In addition to communi- 
cation uses, the magazine Electronics in 
January, 1935, listed 327 types of tubes 
used. Of these 77.1 per cent were photo- 
electric, 14.1 per cent amplifiers, 3.1 
per cent oscillators, 1.8 per cent recti- 
fiers, 1.5 per cent grid-glow, .9 per cent 
cathode ray. 

The committee discussed the applica- 
tion of electronic devices to direct cur- 
rent transmission. Most of the members 
present had witnessed the demonstration 
of direct current transmission at Sche- 
nectady in December, and had carefully 
reviewed the A.I.E.E. papers on high 
voltage d-c transmission. Considerable 
interest was expressed in this develop- 
ment, but it was felt that the misunder- 
standing, both by non-technical utility 
executives and by the general public, of 
the practicability of transmitting large 
blocks of power by direct current was 
unfortunate. A subcommittee was ap- 
pointed to prepare a statement for publi- 
cation pointing out the present status of 
this development and the engineering 
difficulties which must still be overcome 
before d-c transmission can be considered 
to have economic importance. 

Mr. Conwell presented a moving pic- 
ture film and paper prepared to show 
to substation operators and other util- 
ity employees methods of fire-fighting. 
This film has proved to be valuable 
in educating the employees, and Mr. 
Conwell agreed to make arrangements 
for other members of the committee to 
obtain copies of the film for use in their 
educational work. 

Mr. Brown, chairman of the electric 
light and power representatives on the 
ASA Sectional Committee on Trans- 
formers, discussed the responsibilities of 
the electric light and power representa- 
tives on ASA Sectional Committees in 
relation to the Electrical Equipment 
Committee. In this work the various 
technical committees primarily act in 


an advisory capacity to the representa- 
tives on the Sectional Standardization 
Committees. The procedure to be fol- 
lowed in the development of an ASA 
standard insofar as the electric light and 
power representatives are concerned, is 
to prepare a first draft of the proposed 
standard, based on the best information 
available. After this is completed, the 
draft should be sent to members of the 
technical committees interested, and to 
other members of the industry who may 
have a particular interest gn the subject. 
Following this review the representa- 
tives can feel confident that they have a 
thorough expression of opinion of the 
industry. 


System Engineering Division 


Mr. Dean presented a revised draft 
of the report which is being prepared on 
Principles and Practices in Grounding, 
which incorporates practically all of the 
comments received from the members of 
the committee on the first draft. This 
was thoroughly discussed and it was de- 
cided that it should be circulated to 
the members of the Electrical Equip- 
ment Committee, the Transmission and 
Distribution Committee and the Acci- 
dent Prevention Committee for com- 
ments, to obtain as soon as possible a 
report suitable for publication, that 
would represent the combined opinion of 
the three committees interested in this 
subject. 


Operation and Maintenance Division 


Mr. Conwell presented a paper out- 
lining the results of an investigation of 
painting by his company, conducted over 
the past several years. The company has 
prepared a performance specification and 
standard color charts for use in the pur- 
chase of paint. His experience indicates 
that a performance specification, care- 
fully supervised, is the most satisfactory 
way of obtaining paint of good quality, 
uniform color and long life. 

Messrs. George, Lanphier, Jones and 
Wallau read papers relating to pilot 
wire protection and supervisory control. 
The American Gas and Electric Com- 
pany has made extensive use of carrier 
current pilot wire protection and ob- 
tained very satisfactory service from it. 
The Cleveland Electric Illuminating 
Company has been using leased commu- 
nication circuits with satisfactory results 
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for pilot wire relaying of relatively short 
transmission circuits. 


Utilization and Watthour Meter 
Division 

The Meter Subcommittee has been 
working on the standardization of meter 
bases for the Type S meter. It was re- 
cently learned that one manufacturer 
has listed approximately 90 individual 
sockets for use with this meter, and that 
another manufacturer has listed already 
24 different sockets. The subcommittee 
has carefully studied this problem, and 
has reached the conclusion that the fol- 
lowing three types of sockets will supply 
most of the requirements for mounting 
of this meter: 


1. Standard 
price. 

2. Standard two-way with back break- 
out at slightly higher price. 

3. Special three-way with back break- 
out at a slightly higher price. 


two-way at minimum 


The committee approved the work of 
the subcommittee toward obtaining this 
simplification. 

Mr. Hentz read a paper prepared by 
Mr. W. C. Wagner of the Philadelphia 
Electric Company showing various meth- 
ods and types of installation of the Type 
A single phase meters. 

Mr. Silver pointed out that, in order 
to obtain the maximum benefit from 
this standardization, it would be neces- 
sary for the individual companies need- 
ing special requirements to take the mat- 
ter up with the Meter Subcommittee 
and not with an individual meter manu- 
facturer, so that these problems could be 
considered along with other meter prob- 
lems and worked out on a national basis 
instead of having many minor variations 
worked out for each individual applica- 
tion. 

The Meter Subcommittee has made 
considerable progress in its work of the 
simplification of service entrance devices. 
The requirements outlined have been 
approved in principle by the N.E.M.A. 
Knife and Enclosed Switch Section, and 
it is expected that these requirements 
will be worked into final form in the 
near future. 

The work of developing service en- 
trance cables has been continued. At the 
present time there are three classes of 
cables in general use and one class with 
less general acceptance. 

It appears now that there soon will be 
a cable available at a satisfactory price 
and acceptable to practically all inspec- 
tors for running complete from the pole 
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directly to the meter. This not only 
provides additional protection against 
energy diversion, but also provides much 
simpler and more sightly construction. 

Mr. Shuler reported that he had dis- 
cussed with several representatives of 
the manufacturers of air conditioning 
equipment the problem of lamp flicker. 
The manufacturers of this equipment 
now recognize the necessity for keeping 
the speed of the equipment outside of the 
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critical frequency range of flicker. When 
this is done the flicker problem from air 
conditioning equipment is no different 
from that of a similar size and type of 
motor applied to any other service where 
there is infrequent starting and stopping 
of the motor. 

It is planned to hold the next meet- 
ing of the committee on April 16 and 17 
at the William Penn Hotel in Pitts- 
burgh, Pa. 





Overvoltages on Transmission Lines Due to Ground 
Faults as Affected by Neutral Impedance 


A Report of the Joint Subcommittee on Development and Research now Available 
for Distribution 


HE relationship between overvolt- 

ages on transmission lines and the 
impedance through which the neutral is 
grounded has been a subject of discus- 
sion for a number of years. The possi- 
bility of such overvoltages has been one 
of the factors influencing the general use 
in this country of solidly grounded neu- 
trals for extensive high voltage transmis- 
sion systems. Reactors tuned to resonate 
with the system capacitance, such as the 
Petersen coil, have also been used for 
neutral grounding to limit the effect of 
overvoltages due to faults to ground. 
Although the possibility of such voltages 
were recognized, little or no data were 
available as to the magnitude of these 
voltages, their nature, or their relation- 
ship to the impedance of the neutral. 

About four years ago one of the 
project committees of the Joint Sub- 
committee on Development and Re- 
search set out to secure field data on 
this subject. The study has consisted of 
both staged tests and operating records 
from overhead systems. 
The data from operating systems in- 
cluded those with neutral isolated, solidly 
grounded, grounded through Petersen 
coils, and through resistors of 50 to 75 
ohms, six systems in all. The results of 
this investigation are given in Engineer- 
ing Report No. 30.* 

At the time these studies began data 
from lightning investigations on transmis- 
sion lines had indicated that overvoltages 
due to lightning or switching surges 
were independent of the method of 
grounding the neutral. The overvolt- 
ages considered in this report are, there- 
fore, confined to what has been termed 
dynamic overvoltages. These are of 


transmission 





*Price $.80 to members, $2.00 to non-members. 


longer duration 
switching 


than lightning and 
surges, and are dependent 
upon the method of grounding the neu- 
tral. 

The these systems 
consisted of automatic oscillograph rec- 
ords of overvoltage supplemented in most 
cases with surge recorder records. “The 
shortest period of observation was nine 
months, and in most cases the data 
covered two years of observations. In 
addition to operating data from the six 
power systems the results of two series 
of stage tests are included. 

In addition to studies of the magni- 
tude distribution of overvoltages, the 
nature of the disturbance, as indicated 
by the wave shape, was studied. The 
fact that the majority of oscillograms 
showed that the voltage was essentially 
of sine wave shape suggested the use of 
symmetrical components to calculate 
their magnitude. The satisfactory com- 
parison of observed voltages with those 
calculated by this method has justitied 
the extension of the analysis’ to indicate 
the factors, other than the method of 
grounding, which affect the magnitude 
of overvoltage and its distribution over 
the system. Published data on other ob- 
servations, particularly those of switch- 
ing surges, are also reviewed. 


observations on 


Missouri Association Conven- 
tion in April 

HE 29th annual State convention 

of the Missouri Association of Pub- 
lic Utilities will be held April 24-26, 
inclusive, at Kansas City, Mo., at the 
President Hotel. President Fred Karr, 
of St. Joseph, Mo., will preside at the 
business sessions. 
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Conference N.W.E.L.&P.A. Business 
Development Section 
By Berkeley Snow 


leno load by merchandising 
on low terms over a long-time pe- 
riod was the principal point of discussion 
at the 10th Annual Conference of the 
Business Development Section of the 
Northwest Electric Light & Power 
Association at Vancouver, B. C., Feb. 
21-22. The program, with Tom D. Ful- 
ford, Puget Sound Power & Light Com- 
pany, chairman, emphasized 1934 ex- 
periences of member companies in vari- 
ous lines of business-building enterprise 
and thus was packed with useful fact 
and a minimum of theory. 

The subject of low term, long period 
merchandising was introduced by W. T. 
Christy, Edison General Electric Ap- 
pliance Company, Atlanta, Ga., who 
told of the 1934 loadsbuilding results 
of the Tennessee Power Company, Ala- 
bama Power Company and Georgia 
Power Company in line with the 
E.H.F.A. program in the ‘Tennessee 
Valley. Mr. Christy attributed the suc- 
cess of these companies in substantially 
increasing average domestic use during 
1934 to executive interest in the load- 
building programs and to the long-term 
offers on the purchase of appliances. 

This low term, long period method of 
increasing saturation of heavy load- 
building devices will dominate the 1935 
program of the Puget Sound Power & 
Light Company, as explained by F. E. 
Ross of that company. 

In the consideration of promoting 
water heating load, three methods being 
successfully used in the Northwest terri- 
tory were discussed. One company was 
selling equipment at cost; another com- 
pany was maintaining list price on the 
equipment, but stressing the service fea- 
tures of automatically supplied hot 
water; the third company was merchan- 
dising the automatic water heater as a 
device. R. B. McElroy, The Washing- 
ton Water Power Company, and Orr E. 
Crites, Portland General Electric Com- 
pany, each explained the methods used 
by their respective companies in promet- 
ing this load. 

In discussing methods for promoting 
refrigerator load, L. W. Brainard, Idaho 
Power Company, stated his own mer- 
chandising program was based on the 
premise that best results would be se- 
cured if the company remained active in 
the market, regulating the intensity of 
its activity according to the activity of 


and results secured by other dealers. 

The subject of small appliance pro- 
motion was covered by J. A. Lockhart, 
Pacific Power & Light Company, who 
brought out the fact that this promo- 
tion had been effective in increasing the 
use of energy by the minimum customer, 
and that a continuous sales activity on 
lamp socket appliances was being carried 
on by his sales organization, even though 
the organization was set up to feature 
the heavy load building devices. 

J. B. Buman, Northwestern Electric 
Company, told of his company’s organ- 
ization of a Home Lighting Department, 
pointing out the good points and weak- 
nesses that had developed in the program 
during a year’s trial. 

How the home lighting service girls 
could make substantial increases in wat- 
tage in the course of their home surveys 
was vividly portrayed in a skit directed 
by Walter E. Potter, Incandescent Lamp 
Department, General Electric Company, 
and acted by Harriet Klumpp, North- 
western Electric Company, and Corliss 
Guy, Puget Sound Power & Light 
Company. 

The possibilities in talking motion pic- 
ture advertising were demonstrated by 
a showing of trailers by James Light- 
body, B. C. Electric Railway Company, 
who pointed out the pitfalls to be 
avoided and explained how in the ex- 
perience of his own company these trail- 
ers had been improved as time went on. 

Two skits enlivened the program of 
the Domestic Sales Bureau, chairmanned 
by Glenn L. Jackson, The California- 
Oregon Power Company; one, a play- 
let entitled “The Big Night,” portray- 
ing the sales points of an electric kitchen ; 
and the other, “A Day with the Weeks 
Family,” bringing out sales features of 
an automatic hot water system. These 
were both produced by actors and ac- 
tresses drawn from the organization of 
the B. C. Electric Railway Company. 

In the program of the Commercial 
and Industrial Sales Bureau conducted 
by O. C. Mayer, Idaho Power Com- 
pany, vice-chairman, unfavorable com- 
petitive factors met with in developing 
commercial cooking load were discussed 
by A. K. Gaylord, Northwestern Elec- 
tric Company. 

The possibilities for increasing the 
commercial lighting load in the store 
modernization now taking place under 
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the Federal Housing Act were graph- 
ically portrayed in a series of slides 
shown by L. B. Gawan, Utah Power & 
Light Company. 

In the industrial power field, Thomas 
M. Gibbes, Puget Sound Power & 
Light Company, chairman,. introduced 
the subject of how to obtain small and 
large industrial heating loads, touching 
on the types of rates needed to obtain 
these loads, and the electric melting of 
brass and iron, and a discussion of com- 
petition with the small high-speed Diesel 
engine. 

H. C. Bender, The Washington Water 
Power Company, chairman, Air Condi- 
tioning Committee, told of accomplish- 
ments in this field during the past year, 
and Thomas J. Mellon, North Wesix 
Electric Company, Seattle, brought out 
the possibility of securing profitable elec- 
tric heating business, stressing the auxil- 
iary heating field, in connection with the 
promotion of air conditioning. 

Under the title “Does Rural Electri- 
fication Pay?” J. C. Scott, Puget Sound 
Power & Light Company, brought out 
the economic value to the state of the 
intensive rural electrification program 
carried on over the past several years by 
his company. As an example, this elec- 
trification has changed the state of 
Washington from an_ egg-importing 
state to a large exporter, bringing mil- 
lions of new revenue to the Washington 
farmers, and other similar examples 
were cited. 

R. S. Overstreet, Idaho Power Com- 
pany, discussed his company’s farm elec- 
trification program by which 60 per cent 
of the farms in the territory served by 
the company are now electrified. 

A feature of this Bureau program, 
chairmanned by C. J. Hurd, Mountain 
States Power Company, was the show- 
ing of a film, “Jim Stays on the Farm,” 
produced in the territory of The Califor- 
nia~Oregon Power Company and Moun- 
tain States Power Company by H. D. 
Kem of those companies. 

W. G. Murrin, president, British 
Columbia Electric Railway Company, 
welcomed the delegates to Vancouver on 
the opening morning, and in his response 
thereto Leslie R. Coffin, Puget Sound 
Power & Light Company, and president 
of the Association, sounded the keynote 
of the meeting when he stated that the 
commercial men would have to sell the 
industry out of the depression. Arrange- 
ments for the meeting,. which was held 
in the auditorium of the B. C. Electric 
Railway Company, were handled by 
W. C. Mainwaring, merchandise man- 
ager for that company. 
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Hot Flashes! 


Are you confining the application of 
soil heating cable to those customers who 
are propagating various kinds of flowers 
and plants, or are you taking advantage 
of this versatile heating element and 
putting it to work where low cost, low 
temperature, low watts density, flexibil- 
ity, and ruggedness are required? Don’t 
forget that it can be used for immersion 
in liquids, as well as wrapping around 
irregular objects. If you will just 
ponder for a few moments the enormous 
possibilities of soil heating cable, you 
will certainly become enthusiastic, and 


push its use. 
a * Ok 


Have you got your quota of automo- 
bile engine heaters installed this winter ? 
Spend just three minutes sitting down 
and figuring out what these 125-watt 
heaters mean in the way of revenue and 
increased popularity of electric heat, and 
you will be surprised. How large do 


you think the market is? 
* * * 


Induction type heating units have 
stolen the show for the last few years, 
but don’t forget your old friend the 
radiant type heater. Many perplexing 
jobs have been solved easily and cheaply 
with small reflector type radiant heaters. 

* *” * 


When you get into an argument over 
competitive fuels, remember to keep heat 
out of the argument and put it on the 
job. 


Color and Quality Control 
The Ault & Wiborg Corporation of 


Cincinnati is a manufacturer of indus-* 


trial finishes; paints, varnishes, lacquers. 
In the production of these finishes to its 
customers’ exact requirements, it is nec- 
essary to exercise exact and constant con- 
trol over color and quality. Samples are 
dried or baked under standard condi- 
tions to insure that all batches are alike. 
The various control laboratories have 
recently been equipped with electric 
ovens for this purpose. 

Electric ovens were chosen because 
they offer accurate automatic tempera- 
ture control and uniform temperature 
distribution throughout the oven. Elec- 
tric heat eliminates the variable human 
factor and gives an accuracy that cannot 
be otherwise attained. 

The ovens are built of sheet iron with 
rock wool insulation. The electric heat- 
ing unit, a 2500-watt ribbon-wound oven 
heater, is located under the baking com- 


partment. Circulation and ventilation 
are provided by a small blower on top. 
Automatic temperature control is by an 
adjustable and indicating thermostat 
with a range of 0 to 500 deg. F. 

Electric service is furnished by the 
Union Gas & Electric Company.—Con- 
tributed by Mr. Dewey, Union Gas & 
Electric Co., Cincinnati, Ohio. 


Complete Control for Industrial 
Ovens 


One of the most interesting features 
of modern industrial ovens is the ease 
with which the temperature can’ be 
varied and controlled. It is becoming 
increasingly common for the housewife 
to set the time clock and adjust the 
thermostat on her up-to-date insulated 
range oven in order to attain a predeter- 
mined temperature at a certain time and 
to maintain it for a given period. The 
same thing has been possible with indus- 
trial ovens for a long time. 

Even greater flexibility has been re- 
quired for some processes, however. One 
of the prominent domestic electric range 
manufacturers has realized it, with the 
result that it is now possible to auto- 
matically drop the temperature from one 
setting to another during the meat 
roasting period in order to obtain a 
more delectable product than was here- 
tofore possible. If now we extend this 
modification to a point where it is pos- 
sible to obtain any time-temperature 
cycle desired, we have the ultimate in 
control refinement. 

Such control is available in industrial 
ovens. A cycle such as depicted in the 
accompanying graph can easily be ob- 
tained. Up or down, for a short period 
or long, once or a thousand times; it’s a 
simple matter! For an existing oven the 
only limitations are that the required 
heating and cooling rates must not ex- 
ceed the inherent ability of the oven to 
provide or dissipate heat. 

The photograph shows such a control 
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INDUSTRIAL HEATING POINTERS 


on the electric oven at the plant of one 
of our customers, the Bay State Abra- 
sive Products Company of Westboro, 
Mass. The high-grade abrasive wheels 
have to be baked for a period of perhaps 





two to three days, during which time 
the oven temperature has to follow close- 
ly the predetermined time-temperature 
curve for the particular type of material 
being processed. Imagine the expense 
and uncertainty of human attendance 
for such a purpose! 

The control instrument itself appears 
in the exact center of the photograph. 
The standard sector-shaped thermostat 
is supplemented by a motor-driven clock 
upon the main shaft of which can be 
fastened a cam cut from sheet metal 
and having a contour which will give 
the time-temperature curve desired. This 
shaft rotates once in 24, 48, or 72 hours, 
as specified when ordered. As the cam 
revolves, an increase or decrease in its 
radial length causes a higher or lower 
thermostat setting respectively, to which 
the oven-heating medium responds ac- 
cordingly. 

If some other cycle is desired, simply 
put on the proper cam. If the cycle 
chosen does not give the exact result 
required, modify the cam contour. Al- 
most like the lion tamer and his magic 
wand. Truly a wonderful tool for the 
oven user!—Howard A. Hands, Boston 
Office, New England Power and Engi- 


neering Service Corporation. 


Steam Sterilizing for the Small 
Dairy Farmer 


The Electric Farm Equipment Co., 
414 Salem Street, Lynnfield, Mass., has 
(Continued on page 96) 
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POWER SALES ITEMS 


AIR CONDITIONING 


“It’s the Humidity,’ by R. B. Purdy. 
Power, February, 1935, p. 76. McGraw-Hill 
Publishing Co., Inc., 330 West 42nd Street, 
New York City. 

Second of a series of articles dealing with 
the engineering side of air conditioning. This 
article deals with humidity and its effect on 
air conditions. 





“Air Conditioning In the Rockefeller Cen- 
ter Development,” by A. W. Canney. Ice & 
Refrigeration, January, 1935, p. 15. Nicker- 
son & Collins Co., Publishers, 435 N. Waller 
Avenue, Chicago, Ill. N. Y. Office, 520 
Singer Building. 





CONTROL EQUIPMENT 


“Starts Group of Motors with Single 
Auto-Transformer,” by Charles A. Arm- 
strong. Power, February, 1935. p. 96. Mc- 
Graw-Hill Publishing Co., Inc., 330 West 
42nd Street, New York City. 

This article, with the attached diagram, 
shows how several closely grouped motors 
that are to be started consecutively from one 
location may be installed so as to be started 
through one starting transformer. This will 
be of interest to power engineers as in lots 
of cases control equipment can be installed 
in this manner and a reduction made in the 
cost of control equipment. 





DIESEL ENGINES 


“Ten Cylinder Radial Diesel Engine.” 
Power, February, 1935, p. 102. McGraw-Hill 
Publishing Co., Inc., 330 West 42nd Street, 
New York City. 


The description of this engine under’ 


“What's New In Plant Equipment” describes 
a radial type, 635 HP, 1400 RPM, 10 cylin- 
der Diesel which weighs 3900 lbs complete 
with accessories or about 6 lbs per HP. This 
engine has a net piston speed of about 900 
fpm and a fuel consumption of about 0.45 
Ibs per brake horsepower-hour has been ob- 
tained using No. 4 furnace oil. This engine 
is manufactured by the Continental Motors 
Corporation and they offer the unit for con- 
stant duty industrial service. Power engi- 
neers will be interested in this engine as it 
is something new in the field of one of their 
greatest competitors. 





“Editorial Views.” Diesel Power, Febru- 
ary, 1935, p. 75. Business Journals, Inc., 
Publishers, 192 Lexington Avenue, New York 
City. 

Breakage insurance for Diesel engines is 
high. The editor feels that actuarial experi- 
ences probably justify the existing rates, but 
that these experiences may be the result of a 
faulty approach to the problem. 





“Small Size No Detriment to Good De- 
sign.” Diesel Power, February, 1935, p. 80. 
Business Journals, Inc., Publishers, 192 Lex- 
ington Avenue, New York City. 

Description of a small engine generating 
plant installed in the West Branch Cream- 
ery, Milton, Pa. 


“Low Operating Costs Characterize Diesel 
Power Units.” Southern Power Journal, 
February, 1935, pp. 36-37. W. R. C. Smith 
Publishing Co. 1020 Grant Building, 
Atlanta, Georgia. 

This article contains some cost records on 
Diesel engines used for deep well pumping 
for irrigating surfaces. 





“An Oil Engine Explosion.” Southern 
Power Journal, February, 1935, p. 37. W. R. 
C. Smith Publishing Co., 1020 Grant Build- 
ing, Atlanta, Georgia. 

This article describes briefly the supposed 
cause of the explosion and advises Diesel 
engineers not to “become melancholy or 
fearful.” 


ECONOMICS 


“1934 Obsolescence Measures 1935 Oppor- 
tunity.” Power, January, 1935, p. 27. Mc- 
Graw-Hill Publishing Co., Inc., 330 West 
42nd Street, New York City. 

More details of the survey of 454 indus- 
trial plants as announced in the Mid-Decem- 
ber issue. 





ELECTRIC DRIVE 


“2500 HP Auto-Synchronous Motor With 
Starting Load of 6250 HP,” by J. D. Chis- 
holm. Electrical News and Engineering, 
Jan. 1, 1935, p. 24. Hugh C. MacLean Pub- 
lications, Ltd., 347 Adelaide Street, West, 
Toronto, Canada. 

Large new drive installed in Ogilvie 
Flour Mills plant replaces several induction 
motor drives and reduces operating costs. 





EQUIPMENT SALES 


“Manufacturers Are Optimistic.’ Elec- 
trical World, January 5, 1935, p. 51. Mc- 
Graw-Hill Publishing Co., Inc., 330 West 
42nd Street, New York City. 

Electrical equipment manufacturers look 
forward to a 17% per cent increase in busi- 
ness in 1935. Much of this equipment falls 
in the “load-builder’ class. 





ICE PLANTS 


“Diesel Driven Ice Plants,” by L. A. Ram- 
sey. Diesel Power, February, 1935, p. 76. 
Business Journals, Inc., Publishers, 192 Lex- 
ington Avenue, New York City. 

Ice making costs are high because of the 
poor yearly load factor of the average 
plant. Diesel engines, the author feels, 
should always be considered in design of 
plants in order to get the cheapest power 
service. Cost for fuel and lubricating oil in 
eight plants inspected shows average cost of 
.2856 per ton, averages based on summer 
conditions over very short period. Five 
methods of connecting Diesels to refrigerat- 
ing compressor are also discussed. 





INDUSTRIAL ELECTRIFICATION 
“Power at Work in Industry.” Electrical 
World, Feb. 16, 1935, p. 58. McGraw-Hill 
Publishing Co., Inc., 330 West 42nd Street, 
New York City. 
Five new applications which are of inter- 
est to industry: 
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1. Two flood lights replace twelve lamps. 

2. Built-in motors and control. 

3. Portable (dry) cement unloader saves 
investment. 

4. Shoe drying racks save investment. 

5. Post mount control saves space. 





INDUSTRY 


“Why Industry Hesitates,”’ by Forney 
Johnston. Nation’s Business, February, 1935, 
p. 25. U. S. Chamber of Commerce, Pub- 
lishers, U. S. Chamber of Commerce Build- 
ing, Washington, "D. C. 

A review of the impediments to industrial 
confidence and recovery together with an ex- 
amination of some of the probable results if 
the government continues and expands its 
policy of reviving business by national own- 
ership and operation. 





POWER COSTS 


“These Are Power Fallacies,” by P. W. 
Swain, Editor. Power, January, 1935, p. 19. 
McGraw-Hill Publishing Co., Inc., 330 West 
42nd Street, New York City. 

The Editor states his opinion on six falla- 
cies in power plant operation and power 
cost. 


POWER SALES 


“Breaking Down Sales Resistance.” Elec- 
trical World, Feb. 16, 1935, p. 68. McGraw- 
Hill Publishing Co., Inc., 330 West 42nd 
Street, New York City. 

A booklet entitled “Save by Modernizing 
Electrically” has been released by the Elec- 
trical League of the Niagara Frontier. Con- 
cise, crisp, illustrated messages emphasize 
the savings in production and operation 
through electric heat, electric drives, better 
light, ete. Such an approach insures a more 
cordial reception for the salesman and saves 
time in explaining their mission. 





“Defensive Methods in Power Sales— 
Building up the Load.” Electrical World, 
Feb. 2, 1935, p. 300. McGraw-Hill Publish- 
ing Co., Inc., 330 West 42nd Street, New 
York City. 

This article stresses the importance of de- 
fensive sales methods in maintaining exist- 
ing business and securing additional busi- 
ness. These defensive sales methods consist 
of obtaining operating records of private 
plant installations and proving or disproving 
the savings claimed for their operation. The 
use of actual operating records to prove ex- 
istence of maintenance, breakdown and in- 
terruptions of service, and the analyzing of 
engine-purchase contracts is also advised. 





“Competition in Power Sales.” Editorial, 
Electrical World, Jan. 19, 1935, p. 189. Mc- 
Graw-Hill Publishing Co., Inc., 330 West 
42nd Street, New York City. 

This editorial stresses the three-fold com- 
petition which the power salesman faces at 
the present time. The first is the lack of 
understanding and cooperation on the part 
of utility executives because of their absorp- 
tion in domestic load building. Second is the 
currently popular feeling of “too high” elec- 
tricity bills. The third competition is prog- 
ress as represented in putting the power 
plant close to the load and checking the 
spread of transmission systems. 
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REFRIGERATING PLANTS 


“Choosing the Drive for Refrigerating 
Plants,” by Professor V. L. Maleev, Okla- 
homa A. & M. College. Diesel Power, Feb- 
ruary, 1935, p. 82. Business Journals, Inc., 
Publishers, 192 Lexington Avenue, New York 
City. 

Domestic and commercial refrigerators 
have taken the margin of profit from cold 
storage and ice business. Operator must 
therefore find cheapest drive if he expects 
a profit. Author sets up Diesel case on basis 
of (1) about 20 years engine life, (2) fuel 
cost less than 5¢ gal, (3) labor costs same 
as electric, and payment out of savings in 
6% years. 


STEAM PLANTS 


“Steam Plants,” by R. B. Purdy, Associate 
Editor. Power, January, 1935, p. 2. Mc- 
Graw-Hill Publishing Co., Inc., 330 West 
42nd Street, New York City. 

A review of steam generating stations, 
central, municipal and industrial, installed 
or under construction in 1934. Table in- 
cludes all pertinent data. 





“Firestone Goes to 1400 Lb. at Akron,” by 
W. K. Adkins, Power Engineer, Firestone 
Tire & Rubber Company. Power, February, 
1935, p. 59. McGraw-Hill Publishing Co., 
Inc., 330 West 42nd Street, New York City. 

Firestone will soon complete installation of 
a 1400 Ib. boiler and 10,000 kw back pressure 
turbine exhausting to evaporators. Major 
details of the new installation are given. 





TRANSFORMERS 


“Permissible Overloads 
ers.’ Power, February, 
Graw-Hill Publishing Co., 
42nd Street, New York City. 

This article deals primarily with tem- 
perature limits and permissible short time 
overloads of power transformers. The large 
reduction in the life of a transformer when 
being operated overloaded is shown in a 
chart in this article and power engineers 
will be interested in this as often they are 
confronted with the problem of aiding cus- 
tomers in making their own transformer in- 
stallations. 


for Transform- 
1935, p. 98. Mc- 
Inc., 330 West 


Steam Sterilization 
(Continued from page 94) 


developed an inexpensive steam dairy 
sterilizer for effectively sterilizing milk 
pails. The 1 kw size sells for $18.50, 
and the 2 kw size for $27. A description 
of this equipment, with photograph, is 
given in Electrical World for Oct. 27, 
1934, page 56. 

In use the sterilizer is plugged into 
the electric outlet just before milking 
time. The milk pail, inverted over the 
steam jet, is sterilized in three minutes 
after steam begins to flow. Steam starts 
three minutes after electricity is turned 
on. At a slight increase in price a stor- 
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age tank for hot water may be included. 

Dairy utensil sterilization is not a fad 
or an unnecessary refinement. Low bac- 
teria count milk, together with high but- 
ter fat content, brings a higher price in 
the milk market. Tests have shown that 
where milking pails are washed but not 
sterilized, the bacteria in these pails will 
reach amazing proportions. In one re- 
cent test a count of 6,800,000 was found 
on a pail that had been washed only a 
few hours earlier. While all steps in 
the handling of milk contribute their 
part to bacteria contamination, no single 


one should be overlooked if a low total 
count is desired. 

At the present time milk distributors 
pay an average of $2.20 per 100 lb. for 
3.5 per cent butter fat content milk de- 
livered at their plants. A premium of 
from 4 cents up per hundred pounds for 
each 0.1 per cent increase in butter fat 
is allowed. The excess over the 4 cents 
base is determined by the general qual- 
ity, including bacteria count, of the milk. 
It is, therefore, of real monetary value 
to the dairy farmer to keep the bacteria 
count of his raw milk as low as possible. 
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Statement Regarding the Public Utilities 


Made March 14, 1935, at Washington, D. C., before the Interstate and For- 
eign Commerce Committee of the House of Representatives in the course of 
the Hearings on the Rayburn Bill (Public Utility Act of 1935—H.R. 5423) 


By Wendell L. Willkie 


President, The Commonwealth & Southern Corporation 


this opportunity of being heard by 

this Committee on Interstate and 
Foreign Commerce, I do not want it to 
be a mere perfunctory expression. Every 
week for the last two years, regularly 
and usually several times during each 
week, there has emanated from this city 
drastic and defamatory statements con- 
cerning public utilities and public utility 
holding companies—a business with 
which I have been connected since I 
left college. I have, during this two- 
year period, regularly and persistently 
gone from department to department of 
the Federal Government, begging for a 
hearing and, although I have been 
treated most courteously, I have been ad- 
vised by each department visited that 
they were without jurisdiction to hear 
my cause. 


|: expressing my appreciation for 


I can readily understand how you men 
without the time or the available sources 
of information to know the facts may 
have acquired preconceived notions and 
prejudices. That is only the natural 
consequence of this continued flow of 
publicity, generalizing from isolated in- 
stances and containing the most unfair 
imputations against many responsible 
and reliable business organizations which 
have been and are now performing an 
efficient service to the people of this 
country. With due respect to many men 
in public life, I believe they have ac- 
cepted this propaganda without taking 
occasion to inquire personally into the 
facts. 

I want to take upon myself and my 
fellow utility executives, the responsi- 


bility for this situation. We have stood 
by in the belief that the truth would 
eventually prevail and have left the at- 
tacks unanswered. There has also been 
a prevalent belief among executives of 
the larger American corporations, par- 
ticularly those with offices fortunately 
or unfortunately located in New York 
City, that if one met such attacks, puni- 
tive measures would be visited upon him 
or the company which he represents. 


Some year and a half ago, I disre- 
garded this prevalent feeling and, be- 
cause of the fact that the Tennessee 
Valley Development vitally affects the 
properties in the Commonwealth & 
Southern System, I took a public posi- 
tion on that question as well as on the 
attacks that were being made upon the 
utility business. 

A short time thereafter, perhaps ac- 
cidentally and entirely by coincidence, 
under Washington date line, scare head- 
lines began to appear across the front 
pages of all the leading newspapers of 
the country in the following dulcet 
terms—‘MUSCLE SHOALS POW- 
ER STOLEN’’—“‘Preliminary inquiry 
has just scratched surface of rottenness 
linking private utility concerns’— 
“Scandal greater than Teapot Dome un- 
earthed.” The news commentators over 
the radio likewise spread the charge. For 
this I am not criticizing the newspapers 
or news commentators because state- 
ments made by public officials are news, 
irresponsible though such statements 
may be.’ 

I at once wired the proper public of- 
ficials in Washington, asking that the 
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investigators be instructed to proceed at 
once and make such investigation public, 
thorough and complete, in order that 
the officials of the companies might be 
able to show at the earliest possible time 
the recklessly false and untrue nature 
of the charges quoted in the newspapers. 

If those charges were true, I was the 
thief, for mine is the position of final 
decision. You can well imagine how I 
would feel under such a charge with the 
accompanying grief and indignation that 
it brought to my associates and family 
—for although I am a holding company 
official living in New York City with 
an office close to Wall Street and a mem- 
ber of the imaginary power trust, I am 
still human and I hope at least decently 
sensitive. I wanted a public and im- 
mediate hearing. Such public hearing 
was not granted, but Mr. Huston 
Thompson, a well known opponent of 
the public utility industry, was placed 
in charge of the investigation. I heard 
from time to time that he was making 
an investigation, but neither I nor any 
of my associates were even asked or per- 
mitted to testify or furnish information. 
Nine months later, buried on the 16th 
page of the same newspaper which car- 
ried the previous charges in the most 
lurid form, I found an article stating that 
the charges had petered out and had been 
found to be baseless. 


I know that I and the interest I rep- 
resent will be punished for the state- 
ment I am now making. But when they 
recommended our death, they momen- 
tarily lost their power to hurt. Their 
only weapon has been calumny and it 
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is a lash already spent upon the backs 
of those they seek to doom. 

I can readily understand how you 
men, from the publicity which has been 
almost continuous, may think very ill of 
us and our business. I make but two 
requests of you—first, that you disabuse 
your minds of any preconceptions and 
listen, free of prejudice, to other utility 
executives and myself; and secondly, 
that, as far as I am concerned, that after 
I have concluded my statement and be- 
fore I leave this witness stand you will 
ask me any question that you may con- 
sider pertinent to this proposed bill con- 
cerning the Commonwealth and South- 
ern Corporation. I shall answer frankly 
so far as I may have the facts at hand 
and if any of your questions require re- 
search, I shall be glad to file written 
answers with you, if such occasion arises. 

Judge Healy, for whose ability as a 
prosecutor with a fine sense for news 
values I have high respect, has told you 
that the evidence presented by the Fed- 
ederal Trade Commission should have 
double weight because it was obtained 
from the books of the companies; that 
the companies were given an opportunity 
to examine the same and, if they found 
the facts incorrectly stated, to offer evi- 
dence in refutation. Judge Healy is 
correct about that, but no utility com- 
pany had the opportunity to pass upon 
or know about the innuendoes, insinua- 
tions and misrepresentations contained 
in the press releases and statements of 
conclusion by which the attempt is being 
made to create a “favorable press” for 
the passage of the pending bill and to 
prejudice our cause in advance of its 
presentation. Let me be specific— 


Some weeks ago there was released to 
the newspapers of the country, a state- 
ment that the utility holding companies 
and their officers were guilty of Federal 
tax evasion and their conduct in regard 
to this and other matters in a later re- 
lease was described in the following 
gentle language: 

“Nevertheless the use of words such as 
fraud, deceit, misrepresentation, dishonesty, 
breach of trust and oppression are the only 
suitable terms to apply if one seeks to form 
an ethical judgment on many practices which 
have taken sums beyond calculation from the 
rate paying and investing public.” 

It is needless for me to say to you 
men that if any of us public utility 
holding company executives had been 
guilty of Federal tax evasion, we would 
today be in a more confining place than 
this hearing room. You also know full 
well, that, if we had been guilty of 
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fraud and deceit, dishonesty, misrepre- 
sentation and breach of trust we would 
be answering in the civil as well as the 
criminal courts for our conduct. 

Some several months ago investigators 
for the Federal Trade Commission spent 
several weeks in our office in New York, 
making an elaborate investigation of our 
records and method of conducting our 
business. While there, one of these in- 
vestigators came to me personally about 
a matter. In the course of the con- 
versation he said to me: “Mr. Willkie, 
I want to congratulate you on the open- 
ness and the frankness with which your 
organization is giving us information. 
I also want to congratulate you on the 
way that you conduct your business; 
the elimination of your intermediate 
holding companies was splendid; the 
methods of your supervision and your in- 
terest in (and constructive help given) 
your operating companies are matters 
for commendation.” I thanked him and 
said to him: “Why don’t you put that 
in your report?” His reply to me was, 
“Oh, Mr. Willkie, I would be severely 
criticized if I put anything in my report 
favorable to a utility holding company.” 

Doctor Splawn also spent considerable 
time in our offices. He likewise ex- 
pressed praise for our methods of doing 
business, particularly our service arrange- 
ment and absence of intermediate hold- 
ing companies, and yet I find in his 
testimony here this same desire to make 
a case. Let me quote from Dr. 
Splawn’s testimony of last week: 

“They (referring to The Commonwealth 
& Southern Corporation) also, about the 
time you began your inquiries, made an ar- 
rangement so far as services were concerned 
and by which the operating companies would 
get this service at cost. I understand the 
operating companies own the service com- 
pany. (Profits and the dividends were dis- 
tributed back to the operating compa- 
nies) * * *” 

In other words, Dr. Splawn makes 
the inference that when we learned that 
your committee was going to make an 
investigation, we got what Judge Healy 
calls ‘‘religion” and revamped our meth- 
ods of doing business. 

Now the facts are, which Dr. Splawn 
well knows, that the so-called Rayburn 
Resolution was passed on Jan. 19, 1932, 
while we put into effect our present 
supervision arrangement two years be- 
fore, on April 1, 1930. Dr. Splawn also 
testified as follows: 

“Then there came a time as there does in 
the development of an industry when these 
inventions ceased to be so revolutionary as 


savers of operating expenses. Ten or fifteen 
years ago it appeared that the industry was 
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becoming rather stabilized * * * Then there 
came a situation in which the financiers, 
namely the holding companies, for the first 
time eclipsed the inventors, the engineers, 


and those who had developed the indus- 
nye SP 


Late in his testimony he also tells you 
that the holding company is of recent 
origin and presents a new problem. The 
facts are that as early as 20 years ago 
76 per cent of the electric utility indus- 
try in the United States was controlled 
by holding companies. Most of the 
major utility holding companies existent 
today are the successors of companies 
which have been in existence for 25 to 
50 years. Dr. Splawn gives you an 
idyllic picture of the lonely inventor who 
conceived and of the local entrepreneur 
and operator who built and managed 
the local power plant which was later 
gobbled up by the villainous holding 
company in the control of selfish, am- 
bitious and greedy men, all to the great 
disadvantage of the inventor and the 
public. 


There are some other authorities at 
least equally eminent who disagree with 
Dr. Splawn, one of whom wrote on 
Nov. 5, 1926, to one of my predecessors 
as follows: 


ROOSEVELT & O’CONNOR 
120 Broadway 
New York 
at Warm Springs, Georgia 
November 5, 1926. 

Mr. THOMAS W. ManrtTIN, 
Alabama Power Company, 
Birmingham, Alabama. 
My dear Mr. Martin: 

I am writing this to you in order to obtain 
information. As you have probably read in 
the papers, I have recently taken over the 
old resort known as Warm Springs and hope 
that soon there will be an extensive develop- 
ment. We, in this and the neighboring com- 
munities, are suffering from the usual high 
cost and inefficient service of small local 
power plants. 

* * #* 

Recently a new high tension power line 
has been put through within 6 or 8 miles 
of this place and running to Thomaston, 
Georgia. 

Discussion has taken place in regard to 
the supply of power and light to Manchester, 
Warm Springs, Greenville and Woodbury, 
Georgia, from this line, but it is impossible 
in this vicinity to find out the exact facts. 
If, therefore, you would be good enough to 
send me a line to tell me what the situation 
is and whether the new line is one of your 
subsidiaries, I would be very grateful. It 
seems probable, of course, that the consump- 
tion of light power at Warm Springs will 
materially increase in the future. 

Very sincerely yours, 
(Signed) FRANKLIN D. ROoosEVELT. 


and Mr. David Lilienthal when he was 
a public utility commissioner and before 
he became a competitor of ours operat- 
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ing his own holding company at public 
expense, had this to say: 


“Since the pioneer public utility acts of 
New York and Wisconsin were enacted two 
decades ago, a new figure, the holding and 
management company, has come upon the 
field, demonstrated its prowess, and in a 
relatively few years changed the entire eco- 
nomic nature of the public utility industry. 
Isolated plants have given away to great 
systems whose lines span several states and 
serve hundreds of communities, all operated 
under unified managerial and financial su- 
pervision. The spread of rural electrifica- 
tion, the amazing advances in telephony, the 
rise of superpower systems—these and many 
other technological developments so_ inti- 
mately related to the public welfare are di- 
rectly attributable to the efforts of the hold- 
ing company. Perhaps most important of 
all, to the holding company must go the 
credit for the unprecedented flow of capital 
into the public utility industry making possi- 
ble extensions and improvements of service. 
Every phase of public utility operation— 
financing, accounting, engineering, manage- 
ment, public relations—have undergone great 
changes under the new regime.” 


Also let me quote to you from an- 
other very critical student of the indus- 
try and of the utility holding company, 
Dr. Bonbright, one whom President 
Roosevelt, when governor, appointed to 
the New York Power Authority. Dr. 
Bonbright, in his book, ‘“The Holding 
Company,” has the following to say: 


“The holding company has now become 
such an essential part of the structure of 
large-scale business that its abolition would 
be serious, if not fatal, to the effectiveness 
of American industry. 

“Moreover, the mere fact, if it be a fact, 
that a given economic institution—such as 
the holding company, or the investment trust, 
or the protective tariff, or modern capitalism 
as a whole—has resulted, down to date, in 
more harm than good does not justify the 
conclustion that the institution should be 
abolished. Many of the evils to which it has 
given rise may be due to its misuse rather 
than to its inherent nature. The task of 
the legislatures, the courts, and the econo- 
mists, in dealing with the holding company, 
is to understand and minimize the abuses 
to which it is subject, while recognizing and 
strengthening its social usefulness.” 


Let me now give what the president 
of one of the leading life insurance 
companies of the country recently wrote 
on this subject. I quote the pertinent 
part: 


“As the President of a life insurance com- 
pany I am trustee for more than three hun- 
dred and fifty thousand holders of policies 
averaging $3,500 each. 

“Our Company has invested $50,000,000 in 
first mortgage bonds of about one hundred 
strong utility operating companies. Not a 
single bond is in default as to interest. We 
feel that the safety of our investments is 
strongly buttressed by the ample equities 
evidenced by holding company securities in- 
cluding debentures, and preferred and com- 
mon shares standing between us and the ‘de- 
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fault of our bonds. Each policyholder is, 
therefore, indirectly interested in the con- 
tinued existence of the holding company as 
a financial safeguard. 

“After thirty years’ study of the subject 
from various angles, I am convinced that 
holding companies operate for the benefit of 
the public as well as the bondholder and 
perform a useful and desirable function in 
the gas and electric industry. 

“The holding company unites under its ex- 
pert management operating companies in 
diverse locations—constructing plants, stand- 
ardizing methods, nursing small and strug- 
gling beginners, developing their usefulness 
and scope, and furnishing to the people in the 
smaller towns a service that is not otherwise 
practicable at rates made possible only by 
the existing profitable operations in the 
larger communities of the system. The hold- 
ing company finances at a reasonable cost 
the needs of the small and struggling operat- 
ing company during the period in which 
consumers are being educated to utilize the 
varied functions of electricity and gas. These 
many uses are being daily increased as a 
result of American inventive genius. 

“The expansion of utility operations into 
large units is not the result of a desire for 
bigness alone. The operating company’s vol- 
ume grows constantly, and management must 
have the vision to plan accurately years 
ahead in order to construct the equipment 
necessary to keep pace with the increasing 
demand for service. To find the fixed capi- 
tal for such expansion is one of the major 
tasks of holding company management. Also 
the production and distribution of electricity 
must be planned and performed on a large 
scale to render the most economical and sat- 
isfactory service. 

“The interchange of surplus energy to 
meet requirements of other operating compa- 
nies as demand and supply fluctuate is best 
arranged by large holding companies, and 
they also build up a varied load, which re- 
sults in decreased costs to consumer. 

“All these factors have combined to create 
with amazing rapidity one of the largest 
industries in the world with notable benefits 
to the people of the United States. 

“The great army of honest and sound 
utilities who serve the public devotedly and 
satisfactorily should not be penalized for the 
misdeeds of others for which they are not 
responsible.” 


The true history is as President 
Roosevelt’s experience so well illustrated, 
inefficient service and high rates prior to 
the coming of the holding company with 
its coordinating, combining, supervising 
and financing of the local power plants, 
and of the service rendered by electric 
utilities. You all remember the days 
of flickering and blinking lights and 
outages with every minor storm and 
change of weather with 15 and 20 cents 
per kwhr rates—the idyllic days so feel- 
ingly described by Dr. Splawn. 


The domestic rates of the operating 
companies in the Commonwealth and 
Southern system are 17.76 per cent 
lower than the average domestic rates in 
the country, and are lower, taking into 
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account taxes, than the domestic rates 
of the nation’s municipal plants and in 
each state in which we operate are sub- 
stantially lower than the independent 
plants in such states. 

Such rates are likewise lower than 
the rates of the ideal situations men- 
tioned by Dr. Splawn. As a matter of 
fact, if our companies had gotten the 
same rate in 1934 which his ideal situ- 
ation received, our net would have been 
$20,000,000 more than it was. 

Franklin D. Roosevelt named it— 
“We in this and the neighboring com- 
munities are suffering from the usual 
high cost and inefficient service of small 
local power plants.” 

A utility system exists for one pur- 
pose, namely, to render good service at 
reasonable rates. I believe I have shown 
you that we have done our part in low- 
ering rates. In the Jong travail of in- 
vestigation through which we have gone, 
no person or commission has raised a 
single question concerning the quality 
of the service. The great interconnected 
generation, transmission and distribu- 
tion systems existing in this country to- 
day which are the admiration of elec- 
trical engineers throughout the world 
which make this quality of service pos- 
sible, are universally admitted to be due 
to the utility holding company. 


But Dr. Splawn would also create the 
inference in your mind that stocks of 
holding companies are by nature so 
speculative and so volatile in their mar- 
ket price fluctuation, that they create a 
menace to the security markets of the 
country; while stocks of local companies 
never cause inflation. It is true that our 
stocks under the constant drum fire of 
criticism have, during the last two years, 
shrunk greatly in market value: The 
common stock of the Commonwealth & 
Southern Corporation in 1929 sold for 
42 times its earnings. Obviously a crazy 
price. But at the same time the stock 
of the independent company sold for 55 
times its earnings. Understand also, 
since the common stock of the inde- 
pendent company represented the entire 
property, the multiple of inflation was, 
therefore, much greater. In other words, 
the market price reached a point where 
it was six times the book value, while 
in the most dizzy period of speculation 
the combined market price of the se- 
curities of the Commonwealth & South- 
ern system were only twice its book 
value. 

Since Jan. 1, 1933, more than three 
and a half billions of dollars in utility 
security market values has disappeared 
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* 
while other stocks have risen in market 
value. 

Indeed, the very consideration of a 
bill such as the one we are now dis- 
cussing brings the ghost of fear and 
distress to the homes of five millions of 
American citizens who have invested in 
these securities. 

I know it is being said that the dis- 
solution of the holding companies will 
work no loss upon their security holders 
because such security holders will receive 
their proportionate distribution of op- 
erating company securities owned by the 
holding companies. The greater per- 
centage of holding companies have out- 
standing debenture or other debts which 
must be paid upon dissolution prior to 
any distribution to the preferred stock- 
holders who, in turn, except in the case 
of bankruptcy, must be paid in full prior 
to any distribution to the common stock- 
holders. 

Cash for the payment of the deben- 
ture holders could only be realized by 
forced sale of securities in a market which 
will be bereft of buyers by reason of the 
destruction of other holding company 
units and the prohibition of the bill 
against any aggregation of capital ac- 
quiring such securities. 

For the sake of discussion, however, 
let us assume the correctness of the state- 
ment that the securities of operating 
companies owned by holding companies 
can be distributed among the holding 
company security holders, even though 
it has no basis in either law or fact. 
Under the provisions of this bill, which 
I shall later discuss with you more in 
detail, which places regulation upon 
operating companies’ securities will be 
petitive governmental and municipal 
«plants are wholly freed, the value of the 
operating companies’ securities will be 
further greatly depreciated. 

In addition, the operating companies 
will lose the benefit of centralized, con- 
tinuous ownership, financing and super- 
vision, which is recognized as an exceed- 
ingly valuable asset by every substantial 
buyer of utility operating company 
senior securities. 


Some of you may differ with the 
economic philosophy of the Wall Street 
Journal but I doubt if any of you will 
question its knowledge of market opera- 
tions. In its March 12 issue it had the 
following to say: 

“The enactment of the Rayburn Bill in its 
present form certainly and only less surely 
in any muddling modification would mean 
the financial slaughter of some hundreds of 
thousands of small investors to make a 
speculator’s holiday. A forced liquidation 
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of existing holding companies within specific 
time limits whether by distribution of their 
assets in kind or by prior conversion into 
cash, would create a market situation ideally 
suited to the purposes of inside operators 
and professional speculators, the very class 
of persons against whom Congress exerted 
itself so heroically in the Securities Act and 
Stock Exchange Control Act to protect the 
average investor. No one who remembers 
the aftermath of the Standard Oil decision 
of the Supreme Court in 1911 will believe 
that any amount of vigilance on the part of 
SEC would suffice to assure the little fellow 
a Chinaman’s chance in a general breakup 
of the existing utility systems.” 


The investing American family is 
now faced with this legislation, predicat- 
ed on the arbitrary and false assumption 
that the utility holding company—what- 
ever may be its present status or its past 
record—exists for no other purpose than 
to mulct the public. Remember that 
practically all of the things complained 
of happened before the market break 


of 1929, and were equally prevalent in 


all lines of business including agricul- 
ture. 


Before passing from this subject, let 
there be no mistake but that such losses 
have had and are now having a depress- 
ing effect on the business and trade of 
this country which the President and 
Congress are attempting by every pos- 
sible method to revitalize and restore. 


It requires no penetrating study into 


the science of cause and effect to see that 
the loss of billions in market value 
already suffered results in hesitant buy- 
ing and stagnation of the capital mar- 
kets. 

When a commission, an individual or 
a conference group—whether they be 
private individuals or vested with the 
larger responsibilities of government— 
follow a course of conduct which will 
depreciate other people’s property and 
impair values which they did not create, 
it occurs to me they should be deeply 
assured in their own conscience that 
they are working toward the eventual 
advantage of those they have so injured 
and that they are giving extraordinary 
and acutely required benefits to many 
others as well. It should be obvious to 
everyone that as long as it is pending 
in Congress it is depressing values, de- 
pleting family savings, restraining indus- 
try and lessening employment through 
curtailing the purchase by consumers of 
manufactured goods whether it is inten- 
tional or not. 

For the last two years practically 
every responsible man in the utility busi- 
ness in the United States has had to 
devote his best talents and energies to 


March, 1935 


meeting this flood of political criticism. 
His primary thoughts have had to be 
to save his property. He has had little 
opportunity to think of expanding and 
developing business. 

If we knew tomorrow morning that 
the questions involved in this bill could 
be equitably disposed of, we could au- 
thorize the doubling of our capital ex- 
penditures and put thousands of men 
to work. We could then again attract 
capital, build properties, enlarge our 
business activities and contribute greatly 
to the restoration of prosperity in this 
country. 

If the millions of utility security holders 
knew that their investments were not to 
be liquidated, if they saw a rising instead 
of a declining price in utility securities, 
they likewise would be heartened to 
expend money. All that we utility men 
have been doing for the last two years 
is putting out fires. Please give us a 
chance to unleash our organizations for 
constructive purposes. 

No industry can contribute so much 
to bringing this country out of the de- 
pression if it is given a chance. Yet this 
very legislation which you gentlemen 
are now considering which proposes vast 
changes that ramify our whole economic 
system is, in and of itself, an almost un- 
surmountable obstacle to our contribut- 
ing to reemployment and business res- 
toration. 

I have for the last two years, in public 
address and in private conference with 
government officials, advocated addition- 
al regulation which would not interfere 
with the regulatory powers of the states 
for the correction of any abuses of hold- 
ing companies and the prevention of their 
recurrence, which are not already taken 
care of by recent Federal legislation. 

Likewise, it is very discouraging to 
contemplate the regulation by the gov- 
ernment when it is one of our competi- 
tors and specifically exempts itself, under 
the provision of this bill, from the regu- 
lation to which it subjects its competitor. 


Now I want to tell you about The 
Commonwealth & Southern Corpora- 
tion. It was organized in 1929 as suc- 
cessor to three other holding companies, 
namely, Commonwealth Power Cor- 
poration, Southeastern Power & Light 
Company and Penn-Ohio Edison Com- 
pany. The story of The Commonwealth 
& Southern Corporation, is to me, a 
fine American romance. The kind of 


a business romance that has made this 
country great. 

In 1886 a grist mill owner and op- 
erator at Adrian, Mich., had just com- 
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pleted the installation of a new electric 
machine and was supplying current for 
a local street lighting system. The 
miller, W. A. Foote, later destined to 
be a pioneer in the development of 
water power in the state, was observing 
the feeble efforts being made to estab- 
lish similar street light systems in Jack- 
son, Albion, Battle Creek and Kala- 
mazoo. He sensed the possibilities of 
using as a source of power supply the 
undeveloped sites on the Kalamazoo 
River. 

While this work was being carried 
on and along about 1904 and 1905 some 
interests in Grand Rapids and Muske- 
gon appealed to Mr. Foote to become 
associated with them in the development 
of the Muskegon River at Croton and 
Rogers. Similar developments, led by 
Anton G. Hodenpyl of Grand Rapids, 
were taking place at Bay City, Saginaw, 
Flint and other places in the lower 
peninsula of Michigan. None of the 
utilities were physically or financially 
equipped to undertake the job to build 
adequate transmission lines to tie these 
systems together or to avail themselves 
of the water power plants on the Au- 
Sable, Manistee and other rivers and 
bring the properties together into an 
integrated system. Consequently, in 
1910 a holding company was organized 
by the owner of these properties for that 
purpose. The people in Michigan were 
either unwilling or unable to invest the 
necessary money for this development. 
Mr. Hodenpyl, therefore, moved to the 
money market of the country, namely, 
New York, and in the years following 
sent millions after millions raised in 
New York and Chicago back to Michi- 
gan to help develop that state. 


About the same time, Mr. W. P. Lay, 
of Gadsden, Alabama, dreamed of pos- 
sibilities of developing hydroelectric 
energy on the streams of Alabama. Let 
me tell you his story as it was written 
by his son in a recent letter to the 
President of the United States: 


“My father believed that navigation on the 
Coosa River in Alabama could be made with- 
out cost to the Federal Government if pri- 
vate capital could be interested in the possi- 
bilities of the generation and distribution of 
power by the construction of high lift dams. 
With such idea, he approached the War 
Department and the Congress to find both 
agreeable to such plan. 

“In due time a permit was given him for 
the construction of Lock No. 12 on the Coosa 
River under a solemn agreement that the 
private capital making such construction 
might have any power possibilities resulting 
in payment for the navigation benefits accru- 
ing to the Federal Government. : 

“My father incorporated a holding com- 
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pany for this and other power sites, the 
Alabama Power Company in Gadsden, and 
then began his heart-breaking effort to find 
capital with enough of the spirit of the pio- 
neer to venture into the undertaking. He 
searched high and low, day and night, spend- 
ing what he had accumulated and then de- 
pending on my mother to supply him with 
funds with which to carry on. For years 
he traveled from one lost hope to another, 
until finally, his money all gone and broken 
in health, he was close to, not surrender, but 
to defeat. At this, the eleventh hour, he 
by chance came in contact with the repre- 
sentative of some great bankers of London, 
England, and they through this representa- 
tive finally agreed to the financing of the 
Alabama Power Company. Later, money 
was secured in New York. 

“With the exception of a very few, no one 
in the state of Alabama would risk the in- 
vestment of a single dollar in this company, 
they forecast certain failure for the venture 
and pronounced my father a visionary crank. 

“After a struggle of several years the 
Alabama Power Company began the slow 
steady climb to success by the extension and 
improvement of its service. In the last 10 
years it has, in my opinion, brought more 
industry to the State, expended more money 
in taxable investments, added more of the 
comforts of life to the citizenship than any 
other business factor in our boundaries. 

“The Alabama Power Company became a 
unit of the Southeastern Power and Light 
Company (created as a holding company to 
integrate a great transmission system in 
Alabama, Georgia, Tennessee, Mississippi 
and South Carolina) and the Southeastern 
Power and Light Company for diversifica- 
tion of investment later was merged in The 
Commonwealth & Southern Corporation. 

“Through all these years my father had 
held to most of the stock he originally ac- 
quired, retaining the faith he had in the 
efforts of his life of working days and sleep- 
less nights. He has five sons for whom he 
had hoped to provide enough that they might 
escape some of the hardships which had been 
his, and with this end in view passed into 
their hands several years ago an equal divi- 
sion of his stockholdings, but requested each 
son to retain the stock and enjoy the benefits 
of his hard labors through the success of the 
company. 

“At 82 years of age, having spent most of 
the last four years in bed and plainly seeing 
the end close at hand, he finds his Govern- 
ment the great destroyer of his life’s work; 
the repudiators of a contract made in good 
faith with the Government of the United 
States, and he sees the same citizenship 
which refused to venture one dollar in an 
undertaking for the upbuilding of the State, 
now clamoring to steal the property under 
the guise of it being a bounty to the people 
directly from the Almighty. 

“With the stock of Commonwealth & 
Southern reduced to the value of waste paper 
through the acts and threats of Government, 
is it a wonder that this man suffers from dis- 
appointment at the lack of honesty and good 
faith on the part of a Government that 
should exemplify those virtues to its people ?” 


The Chattanooga Times recently in 
an editorial, described the development 
in Tennessee. Let me quote from its 
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“In 1904 a Chattanooga engineer by the 
name of J. C. Guild and his associates began 
to think of the tremendous possibilities for 
converting the Tennessee River into some- 
thing useful, useful to tnemselves and to all 
of the people of the Tennessee Valley. They 
were men of vision, they were men of cour- 
age, they were willing to risk their money 
in a great enterprise which seemed to offer 
hope of success. And it was their money 
they were willing to risk—not public money 
gathered from the burdened taxpayers of the 
country. They believed that the Constitu- 
tion of the United States would forever pro- 
tect them against confiscation of their invest- 
ment and against confiscation of their profits, 
if any. The do-nothings of the day tried to 
discourage Mr. Guild and his associates. 
The timid souls of the day argued with 
them that ‘it can’t be done.’ No one, in all 
the untold centuries that the Tennessee 
River had been winding its way to the sea, 
had been able to build a great dam across 
the river. No one had even tried to. The 
river was too big, too treacherous. ‘Even 
if you should succeed in building your dam, 
it wouldn’t hold water,’ Mr. Guild was told. 
‘The river bottom is full of holes. The river 
runs over great caves, connected by subter- 
ranean passages. The water will run under 
the dam.” 

But Mr. Guild believed that it could 
be done. However, it took money to 
build a great hydroelectric dam. Lots 
of money. Three million dollars, the 
engineers said. Mr. Guild was a man 
of moderate means. His plan was not 
attractive to most local investors. It 
was too risky. It seemed impossible to 
raise the money for the great plan in 
Chattanooga. 


But Mr. Guild would not forget his 
vision of an electrified Tennessee Valley. 
He was persistent. He got the Cham- 
ber of Commerce interested. At last 
a bill was passed by the National Con- 
gress, giving the City of Chattanooga 
the right to dam its river, improve navi- 
gation, generate electric power. The 
bill provided that if the City Govern- 
ment did not, within three months, exer- 
cise its option to build the dam, then 
the right to do so (with their own 
money) reverted to J. C. Guild and 
his local associates. 

The City Council turned a cold 
shoulder to the proposition. They could 
not, they said, risk the people’s money 
in such a venture. 

Mr. Guild was still willing to take 
the risk. But where could he get the 
necessary millions? Where did he turn? 

Mr. Guild, though not himself a 
rich man, enjoyed the confidence of in- 
vestors in the great financial center of 
the country, New York. 

And Wall Street (represented by the 
late Anthony Brady and others) listened 
to the story of the man from Chat- 
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tanooga. “Yes,” they said, “we will go 
along with you. Your plan seems likely 
to succeed. We are willing to take the 
risk.” 

So the $3,000,000 was raised. Mr. 
Guild and the others of the small Chat- 
tanooga group put in what they could, 
to sink or swim, but the great bulk of 
the $3,000,000 came to Chattanooga 
from Wall Street. Of course, the Wall 
Street investors were not actuated by 
philanthropic motives. They sent their 
millions to Chattanooga to invest in a 
new and untried business that might suc- 
ceed and might fail. If it failed it was 
their loss; if it succeeded, they thought, 
and had a right to think, it would be 
their gain. They believed in their Gov- 
ernment and they believed that their 
Government would protect them in their 
right to enjoy their profits if any profits 
should result. For the purpose of rais- 
ing this money, Mr. Guild organized 
a holding company. 

This holding company also, by suc- 
cessive mergers, became a part of the 
Commonwealth & Southern system. 


Men of like vision and enterprise of 
Mr. Foote and Mr. Guild and Mr. Lay 
organized similar holding companies in 
Georgia and QOhio and Illinois and 
Indiana and all of them organized hold- 
ing companies which had headquarters 
in New York for the purpose of raising 
money in the money market of the coun- 
try. In 1929 the security holders of 
these various companies determined, in 
accordance with the rule as old as the 
principles of commerce and investment, 
that geographical diversification was a 
great and necessary factor to the stabil- 
ity of their securities. Consequently, by 
exchange of securities out of which not 
one man made or took a dollar, they 
combined their respective companies into 
The Commonwealth & Southern Cor- 
poration. That corporation has out- 
standing approximately $52,000,000 in 
debentures, $150,000,000 in preferred 
stock, the overwhelming percentage of 
which were issued for cash and the bal- 
ance for property of equal value to the 
par amount of the securities issued. In 
addition, in 1929 at the time of the 
organization of the company, over $61,- 
000,000 was paid into the company’s 
treasury by the sale of common stock. 
Previous to the consolidation, over $27,- 
000,000 had been paid into the treasuries 
of the predecessor companies for their 
common stock. 

The headquarters of The Common- 
wealth & Southern Corporation, as were 
the headquarters of its predecessors, is 
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located in New York—not because, as 
has been so many times inferred, in order 
that the company may be under the dom- 
ination of bankers, but because one of 
its principal functions has been to get 
money in the money market of the coun- 
try to send to the operating companies 
for the development of their property. 
In the course of the history of the com- 
pany and its predecessors, it has thus 
obtained almost a billion do!lars for the 
development of Michigan, Ohio, Ten- 
nessee, Alabama and the other states in 
which it operates. ‘That money repre- 
sents the savings and accumulations of 
over 300,000 people who are now secu- 
rity holders in the Commonwealth & 
Southern system residing in every con- 
gressional district and state of the coun- 
try who had, in turn, sent their money 
to the money market for investment. 


Much has been said about the milking 
of operating companies by the holding 
companies. As far as The Common- 
wealth & Southern Corporation is con- 
cerned, no more untrue statement has 
ever been made. The Commonwealth 
& Southern Corporation invested $96,- 
000,000 during the last five years in the 
common equity of the operating com- 
panies although it already owned all of 
the common stock of such companies 
except in the case of The ‘Tennessee 
Electric Power Company, where it owns 
over 98 per cent. It did not for this 
$96,000,000 investment, take or receive 
one additional share of common stock 
of such companies. Never in the his- 
tory of The Commonwealth & Southern 
Corporation has it ever borrowed a dol- 
lar from any of its operating companies, 
nor has there ever been what is known 
as a horizontal loan between operating 
companies in the system, nor does the 
company collect any financing or en- 
gineering fees and it has always given 
to the operating companies the full bene- 
fit of any savings in taxes by reason of 
the filing of consolidated tax returns. 
In its gas and electric business, it has 
no intermediate holding companies. 

In addition, by the introduction and 
the final passage of the T.V.A. act, 
$500,000,000 of operating company 
property of The Commonwealth & South- 
ern system immediately adjacent to the 
T.V.A. Development, was _ rendered 
unable to presently finance itself. The 
market value of their senior securities 
(bonds and preferred stocks), all of 
which were issued after showings made 
to public service commissions, that an 
equal amount of money was being in- 
vested in the property at the time of 
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the issuance of such securities, dropped 
almost $125,000,000 below the market 
price of such securities before it became 
apparent that the T.V.A. Bill would be 
enacted into law. . It was obvious, there- 
fore, that the operating companies in 
the affected areas could not finance 
themselves and during the last four years 
The Commonwealth & Southern Cor- 
poration has advanced to these units, for 
refunding and developing purposes, over 
$30,000,000. This $30,000,000, of 
course, is in addition to the $96,000,000 
invested as has been described in the 
common capital of the operating com- 
panies since 1929. One of the great 
contributing causes to our ability to do 
these things for the operating companies 
has been the geographical diversity 
factor in our operations. When the 
banks of Michigan closed, the Consum- 
ers Power Company and other northern 
operating units had millions of dollars 
frozen, while southern and New York 
banks remained more solvent. During 
that critical period, by reason of its 
diversity factor, The Commonwealth & 
Southern Corporation was able to ship 
to Consumers Power Company and 
Michigan hundreds and hundreds of 
thousands of dollars in cash to keep the 
wheels of industry moving and its em- 
ployees out of the bread line. The Com- 
monwealth & Southern Corporation also 
loans from time to time to the operating 
companies their requirements of cash 
money on an interest rate of 5 per cent 
without commission of any kind calculat- 
ed quarterly on the unpaid balance. It 
at all times keeps itself in adequate cash 
and government security position to 
meet such refunding and construction 
and other cash requirements of its op- 
erating companies. On these cash and 
government securities which it now 
holds for such purposes it is receiving 
an average interest rate of less than one- 
half of 1 per cent. Without charge or 
fee, The Commonwealth & Southern 
Corporation buys, when there is not a 
ready market, from its operating units 
bonds and other securities which they 
are required to sell for refunding and 
construction purposes at not less than 
the price fixed by the state commission. 
When the market for these securities 
becomes good, The Commonwealth & 
Southern Corporation sells such securi- 
ties. If it sells them for more than it 
bought them for from the operating com- 
panies, it refunds to the operating com- 
panies the difference. If, on the other 


hand, by reason of market conditions, 
it is required to resell such securities for 
less than what it paid for them, then it 
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absorbs such loss. The physical value 
after depreciation of our properties far 
exceeds the total par and stated value 
of all of our outstanding securities and 
last year our operating properties earned 
an ayerage of 5.16 per cent on their 
property after depreciation. If there is 
anything unsound or unfair in our busi- 
ness practices, I am the first who wants 
to know it and I shall appreciate it if 
any member of this Committee will tell 
me in what respect our conduct consti- 
tutes milking the operating companies 
or is unfair or unethical business conduct 
or is detrimental to the welfare of the 
nation. 


The supervision services, which con- 
sist of supervision operations, financing, 
issue and sale of securities, accounting 
and reporting, tax matters, insurance, 
rates, commercial and merchandising 
activity, statistical information, technical 
and engineering development and de- 
sign, operating analysis and cost rec- 
ords, purchasing, etc., are supplied by 
a mutualized service company whose 
stock is owned by the operating com- 
panies in the ratio of the gross earnings 
of each to the total gross earnings of all. 
It renders service without profit to such 
operating companies at a fee based on 
the gross earnings of the group approxi- 
mately sufficient to cover the estimated 
cost and any excess of fee remaining at 
the end of the year is turned back to 
the operating companies in the form of 
dividends. 

Every official and employee of both 
the holding company and the supervis- 
ing company, except those having to do 
with accounting and clerical work, are 
men who were brought to New York 
from time to time from the properties of 
the system because they were outstand- 
ing men and had demonstrated particu- 
lar skill in the line of work which they 
were brought to New York to supervise. 
I do not subscribe to the prevalent belief 
of these days that it is a crime to be a 
native New Yorker, but whether it is 
or mot, we are not guilty—we are all 
“boys from the country.” 

The directors of The Commonwealth 
& Southern Corporation are: 

Preston S. ARKWRIGHT, Atlanta, Ga.—Presi- 
dent of Georgia Power Company— 

Mr. Arkwright was born at Savannah, 
Ga., is a graduate of the University of 
Georgia. 

Aubert C. Bunn, Akron, Ohio—Vice-Presi- 
dent and General Manager of the Ohio 
Edison Company— 

Mr. Blinn was born at Piqua, Ohio, and 
acquired his experience in the utility indus- 
try in various operating companies in 
Ohio, Georgia and Indiana. 
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Ernest L. GopsHa.k, Charleston, S$. C.— 
Vice-President and General Manager of 
South Carolina Power Company— 

Mr. Godshalk was born at Kulpville, 
Pa., is an engineer having graduated from 
the University of Pennsylvania, and ac- 
quired his experience in various utility 
operating companies in Pennsylvania and 
South Carolina. 

Jo. C. GutLp, Jr, 
President of The 
Power Company— 

Mr. Guild was born at Chattanooga, 
Tenn., was an engineer employed in the 
construction of hydro dams on the Ten- 
nessee River and commenced his associa- 
tion with the company as resident engineer 
of the predecessor company to The Ten- 
nessee Electric Power Company. 

Danie. E. Karn, Jackson, Mich.—Vice-Pres- 
ident and General Manager of Consumers 
Power Company— 

Mr. Karn was born on a farm near 
Peru, Ind., and acquired his training in 
the utility industry in operating companies 
in Illinois and Michigan. 

Tuomas W. MartTIN, Birmingham, Ala.— 
President of Alabama Power Company— 

Mr. Martin was born in Scottsboro, Ala., 
practiced law in Alabama from 1901 to 
1903 when he became assistant attorney 
general of the State of Alabama. In 1912 
he became general counsel for the Ala- 
bama Power Company and since 1920 has 
been President of that company. 

WitiiaM H. BartHotp (Supervisor of gas 
operations of The Commonwealth & South- 
ern System)—Vice-President of The Com- 
monwealth & Southern Corporation— 

Mr. Barthold was born at Napoleon, 
Ohio, and was associated with operating 
gas utility companies in Indiana and 
Michigan. 

Jacop HeKkMa, formerly of Grand Rapids, 
Mich.—Vice-President of The Common- 
wealth & Southern Corporation, in charge 
of finance— 

Mr. Hekma was born at Leens, Gran- 
ingen, The Netherlands. He was engaged 
in the banking business in Michigan until 
he came to New York in 1905 to join the 
general staff of the predecessor organiza- 
tion. 

Timorny A. KENNEY, formerly of Jackson, 
Mich., with Consumers Power Company— 
Vice-President of The Commonwealth & 
Southern Corporation— 

Mr. Kenney was born at Mechanics- 
ville, N. Y., and was an engineer in the 
employ of operating utility companies in 
New York and Michigan. 

Ross S. Wattace, Peoria, IIl._—President, 
Central Illinois Light Company. Born at 
Chattsworth, IIl., and acquired his experi- 
ence in the gas and electric utilities in 
Illinois. 

WENDELL L. Wiutikigz, formerly General 
Counsel of Ohio Edison Company, Akron, 
Ohio—President of The Commonwealth 
& Southern Corporation. 

Eucene A. Yates, formerly Vice-President 
and General Manager of Alabama Power 
Company at Birmingham, Ala.—Vice-Pres- 
ident of The Commonwealth & Southern 
Corporation— 

Mr. Yates was born at Elizabeth, N. J., 
was an engineer in charge of railroad con- 
struction and also chief engineer for south- 
ern operating utility companies. 


Tenn.— 
Electric 


Chattanooga, 
Tennessee 
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CLARENCE W. C ark, Philadelphia, Pa.— 

Member of E. W. Clark & Company. 

S. SLOAN CoLT, President of Bankers Trust 

Company of New York. 

WILu1AM H. Hassincer, Birmingham, Ala. 

Seven of the fifteen are the chief exec- 
utives of the operating companies and 
five are active executives of the service 
and holding company devoting their 
entire time to the work of the operating 
companies. 

These directors and officers, despite 
all the insinuations and inferences to the 
contrary, direct the company’s affairs 
without interference or control or sug- 
gestion of either by any other corpora- 
tions or individuals. As long as they 
direct the affairs of the company proper- 
ly, no 5 per cent ownership of the com- 
mon stock by the United Corporation or 
Electric Bond & Share or 12 per cent 
ownership of such common stock by the 
American Superpower Corporation can 
displace them or control them and when 
they do not direct the business properly, 
no such per cent ownership of the com- 
mon stock can prevent their displace- 
ment. We take no direction from United 
Corporation—Electric Bond & Share— 
American Superpower—House of Mor- 
gan or any other corporation bankers or 
combination of bankers or financiers. As 
a matter of fact, I wouldn’t know a 
member of the New York Morgan 
banking house if he walked unannouaced 
into this room, unless I recognized him 
from the picture I have seen of him in 
the public press. All we use bankers 
for is to get their money. That banking 
control is one of those “Orphan Annie”’ 
“goblins will get you if you don’t watch 
out” bedtime stories. It is one of the 
great American myths. 


This great economically sound diversi- 
fied utility system, the record of which 
and its deeds of accomplishment I have 
just described for you, was builded by 
the infinite toil and ability of men who 
have devoted their lives in good season 
and bad season to build a great utility 
system. 300,000 people have placed 
their faith in its officers and we are their 
trustees, and we have kept and are keep- 
ing that trust faithfully. Our rates are 
among the lowest in the country. Every 
year since the organization of the cor- 
poration, there has been a reduction in 
our rates. We have builded one of the 
greatest integrated generation and dis- 
tribution transmission systems in the 
world in our southern companies and 
our Illinois, Michigan and Ohio are 
among the soundest and most progressive 
of the country’s utilities. Yet the rec- 
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ommendations of academic theorists, bril- 
liant though they be, who never operated 
or had any connection with the opera- 
tion of any utility property or, for that 
matter, any other form of business, are 
that you sane and sensible men should 
dismember and dissolve this corporation 
and organization, depreciate its securi- 
ties and turn its operating properties 
loose where they will be the ready prey 
of those who, with public money, desire 
to nationalize the power industry in 
this country. Sometimes in moments of 
cynicism and from the public utterances 
of some of those spenders of the taxpay- 
ers’ money, I am tempted to believe that 
our crime does not consist in being mem- 
bers of an industry in which some 
alleged abuses were claimed to be prac- 
tised in a time when all forms of busi- 
ness, including agriculture and small 
town bankers and merchandisers, were 
doing likewise, but that our crime is that 
we have survived and saved the operat- 
ing company. Maybe if we had not 
invested an additional 96 million dollars 
in operating companies in order to make 
them stronger and advanced 30 million 
dollars to save the operating properties 
in the Tennessee Valley, we would not 
today be exhausting our energies plac- 
ing our situation before you with refer- 
ence to this bill. 


First, if this bill passes, we will have 
three alternative courses: 


First: We can follow the one suggested 
by Dr. Splawn, dissolve and disband 
our organizations before Oct. 1. In 
which event, we can probably sacrifice 
the common stocks and other securities 

_which we own in the operating com- 

panies and realize enough money to 
pay off our debentures and have left 
some small amount for our preferred 
stockholders and nothing for our 
common stockholders. 
Understand, in the absence of bank- 
ruptcy, we cannot compel the de- 
benture or preferred stockholders 
without 100 per cent consent, which 
is impossible to obtain, to take any- 
thing but cash. 


Second: The second alternative we can 
choose, if our counsel advises us, as 
they now do, that this Act is uncon- 
stitutional, is to test the Act. Apparent- 
ly the young men who drafted it, 
however, likewise had some doubts 
about its constitutionality and antici- 
pated this move. They provided that 
if we do not register under the Act, 
and file an agreement to comply with 
the Act and all rules and regulations 
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thereunder, we will be subject to a 
$500,000 fine for violation of any 
provisions of Sections 3 (a) and (b). 
In these two sections there are at least 
ten specific provisions and perhaps, 
should they be considered more sep- 
arately, a great many more than ten. 
The amount which we might be fined, 
should we continue in the normal 
course of our business in order to test 
the Act without registering and filing 
an agreement to comply with the Act, 
might run into millions of dollars. 


Third: This leads to the third alterna- 
tive; that is, registration and com- 
pliance with the Act. To acquaint 
you fully with the serious conse- 
quences which would be _ entailed 
should this alternative be adopted 
would necessitate my carefully analyz- 
ing this Act for you step by step. 
This I cannot do. However, I should 
like to call your attention to a few 
provisions of the Act which are suf- 
ficient to illustrate the unsound char- 
acter of this Act in its reach for power 
and the subtle methods of destruction, 
to which we subject ourselves if we 
register. 


1—When we register we are com- 
pelled to file an agreement that we will 
comply with all provisions of the Act 
and all rules and regulations of the 
Securities and Exchange Commission 
thereunder, without, however, in the 
language of the Act, waiving any con- 
stitutional right “or any right to contest 
the validity of any rule or regulation.” 
I hope you appreciate the restricted 
nature of this exemption. It apparent- 
ly does not apply to orders which may be 
unreasonable, unjust, or otherwise un- 
fair. Thus we are coerced into agree- 
ing to give up the right to have a review 
by a court of any provision of this Act 
or any order of the Commission which 
we think is unreasonable or unjust. If 
the requirement that we file this agree- 
ment was not intended to accomplish 
this purpose then I cannot see why it is 
included in the Act. (Section 4 (a) 
(1)). 

2—We cannot issue any securities 
without eliminating any business prac- 
tices which the Commission thinks are 
wrong. The term “business practices” 
covers practically everything that we do. 
This provision would make the Commis- 
sion the president and the board of di- 
rectors of every company issuing any 
new securities. Also, please observe that 
in view of the agreement which we shall 
have to file, to comply with all the rules 
of the Commission, we could not get 
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any court review of an order of the 
Commission refusing to let us issue secu- 
rities without the elimination of any 
business practices which the Commission 
thinks undesirable. (Section 6 (h)). 

3—Should we be unable to or for 
any other reason fail to comply with 
any rule of the Commission with regard 
to divestment of securities, or should 
we be unable to pay our debts, a Fed- 
eral court must appoint the Securities 
and Exchange Commission the sole 
trustee and receiver, to administer our 
properties. There are no rules for the 
guidance of the Commission in this ad- 
ministration and there is no time limit 
for the continuation of the administra- 
tion by the Commission. Moreover, a 
reorganization plan cannot be worked 
out unless it has been prepared by or 
approved by the Commission. 

Since most holding companies prob- 
ably will not be able to dispose of their 
assets at sufficient consideration to pay 
off their outstanding bonds and preferred 
stocks within the time limit set by the 
Act, the Commission will probably be 
operating the preponderant part of the 
gas and electric industry of the country 
with the owners of these companies 
unable to make any move toward re- 
organization without getting the prior 
approval of the Commission. 

(Please observe that the court must 
appoint the Commission as the sole 
trustee and receiver. The administra- 
tion of an insolvent estate is traditional- 
ly a function for a court, not an admin- 
istrative body whose major objective is 
to abolish and eliminate the companies 
whose assets it is administering.) (Sec- 


tion 10 (c) and (d)). 


4—Irrespective of any failure to obey 
an order of the Commission or inability 
to pay any debts, we cannot make any 
move toward obtaining approval of our 
stockholders for a reorganization unless 
the reorganization plan is prepared or 
approved by the Commission. These 
prohibitions are so broad that it would 
practically paralyze the responsible man- 
agement of our company or its counsel 
in attempting to work out a voluntary 
plan of reorganization to comply with 
the provisions of the Act or otherwise. 
(Section 10 (e)). 

(The last sentence in this section 
“Nothing in this sub-section or the rules 
and regulations thereunder shall prevent 
any person from appearing before the 
commission or in court through an at- 
torney or proxy,” illustrates the fear in 
the minds of the drafters of the Act that 
the sub-section would prevent a company 
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from retaining an attorney to appear 
before the Commission or before a court 
with respect to any plan of reorganiza- 
tion. ) 

5—None of our operating companies 
can make any contract with or retain 
the services of any person, whether he 
be lawyer, engineer, accountant, banker, 
manufacturer, etc., unless such person 
complies with the orders of the Federal 
Power Commission with respect to filing 
of reports, keeping accounts, costs, com- 
petitive bidding, disclosure of interest, 
duration of contracts, etc. 

6—Every affiliate, which would in- 
clude any company which has a common 
director or officer with any of our pub- 
lic utility companies, has to keep its ac- 
counts and records in accordance with 
forms prescribed by the Securities and 
Exchange Commission. ‘This require- 
ment would undoubtedly cause many of 
our public utility companies to lose local 
directors who have substantial business 
connections, thus depriving the com- 
panies of the benefits of the sound judg- 
ment and business viewpoint of such 
men. (Section 14 (b) ). 

7—In those few cases where we still 
have a right to appeal to the court from 
an order of the Commission, the findings 
of fact by the Commission are conclu- 
sive if supported by evidence. In view 
of the dictatorial powers over finances, 
management, business practices, etc., and 
the keeping of accounts, records, etc., 
such a provision practically makes the 
Securities and Exchange Commission the 
Supreme Court since the exercise of 
judgment on most of the matters de- 
pends entirely upon the weighing of 
facts. (Section 23). 


The Act also presumes to seek the 
physical integration of public utility op- 
erating companies. I cannot imagine 
how an Act could be drawn which would 
more defeat this declared purpose. Prac- 
tically every major utility operating 
company in the United States has inter- 
state connections. If the Act is con- 
stitutional in my judgment, its consti- 


‘tutionality is largely based upon these 


physical interstate connections. Also, a 
company which is engaged entirely in 
intra-state operation and has no physical 
interstate connections is not subject to 
the provisions of the Act. 

We have in the South a great inter- 
connected system of transmission lines 
connecting Georgia, Alabama, Missis- 
sippi, Tennessee, South Carolina and 
Florida. That great interconnected sys- 
tem was developed in the last several 
years as a generation and transmission 
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unit. In the State of Alabama there 
were more favorable sites for the de- 
velopment of hydroelectric energy than 
in the other states. Consequently, there 
was builded more generating capacity in 
that State than was required for the uses 
of that State, but it was developed to be 
used by the entire system and today 
power flows out of Alabama all through 
the several states that I have mentioned. 


Take, for illustration, Tennessee Elec- 
tric Power Company—In this time of 
depression, operating all of its plants to 
their ultimate capacity, it could supply 
its own needs, but it does not today op- 
erate some of: its plants, using the less 
efficient ones merely for stand-by service 
while it buys large quantities of power 
from the Alabama Power Company. 
What am I, as a representative of the 
common stock of the Tennessee Electric 
Power Company, to say to the directors 
of the Tennessee Electric Power Com- 
pany when they say to me, when it be- 
comes apparent that this Act is to be- 
come law: “We want to break the in- 
terstate connection with the Alabama 
Power Company in order to escape the 
rigors of this drastic law, even if it doés 
cost us several hundred thousand dol- 
lars more a year to generate our own 
power and even though it will require a 
large capital investment to develop ad- 
ditional power facilities’? If it be- 
comes apparent that this Bill is to pass, 
many operating companies will un- 
doubtedly break their interstate connec- 
tions. This will be the greatest back- 
ward step ever taken in the history of 
power development and _ integration. 
Any operating company which can escape 
the regulations of Title II of this Act 
by breaking its interstate connections, 
unsound from the standpoint of na- 
tional economics though it be to do so, 
will be foolish if it does not, for other- 
wise these are some of the regulatory 
provisions which it will be subject to: 

(1) Instead of being allowed to earn 
a return on the value of their property, 
as they can under state commission regu- 
lation, they will be permitted to earn 
only on what the Power Commission 
decides has been prudently invested in 
the property — maybe 10, maybe 20, 
maybe 30 years ago. (No. 211 (c) ). 

(2) They will be compelled to build 
with their own money any extensions 
to their plants or transmission lines 
which the Power Commission orders 
whether they want to or not; but if 
they do want to add to their property 
they cannot do it unless the Power Com- 
mission lets them. (No. 203). 
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(3) They will be compelled to serve 
as common carriers and permit the use 
of their transmission facilities by any- 
one upon reasonable request. The Act 
gives no grounds upon which they could 
refuse to carry the energy of someone 
else, so long as a “reasonable’’ request 
is made. (No. 202). 

(4) The Commission can tell each 
and every one of them how they are to 
generate their power, the kinds of equip- 
ment they shall use, how much they shall 
pay for coal, how much‘they shall pay 
their employees and officers, etc. (Nos. 
209, 210). 

(5) The Power Commission not only 
may say how they shall keep their ac- 
counts but can make them change, modi- 
fy or alter any entry already made in 
their accounts. (No. 301). 

(6) The Power Commission can re- 
fuse to let them abandon any of their 
property. This means, for example, 
that if a company wants to retire a 
standby plant, which it might not con- 
sider worth the cost of maintenance, it 
could not do so without getting a cer- 
tificate from the Commission. (No. 
204). 

(7) If the Power Commission finds 
that they have been charging rates which 
are too high, any customer or customers 
may make a complaint and the com- 
panies will have to refund all charges 
in excess of what the Commission de- 
cides would have been a_ reasonable 
charge for the preceding two years. This 
would be a constant bludgeon over the 
heads of these operating companies. 
United action by any group of customers 
might possibly compel a refund of mil- 
lions of dollars. A company may have 
been entirely innocent and not have 
known that the charges it was making 
were unreasonable but this would make 
no difference. (No. 213). 

(8) The Commission can compel the 
company either to build facilities, or use 
the property of some other company, for 
serving a new territory which it might 
not want to serve and which it might, 
in its judgment, think is an unreliable 
territory to serve. The Commission can 
make a company give up a territory 
which it is serving and has been serving 
for years, and turn the territory over to 
some other company. (No. 203). 

(9) They will have to file all pe- 
riodic and special reports, and even 
minutes of stockholders’ meetings, etc., 
with the Power Commission, ail of 
which are available to the public, and 
in the event that any statement in any 
of these multitudinous reports should, 
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upon hindsight, turn out to have been 
misleading, the company and all officers 
participating in the preparation of any 
such statement might be subject to 
drastic civil and criminal liabilities. 
(No. 303). 

(10) The companies on appeal from 
orders by the Commission will get no 
review of the facts. Thus they will have 
lost the right granted by 43 of the 48 
states of the union to have a review of 
facts where they claim rates fixed by 
regulatory commissions confiscate their 
property. (No. 310). 

(11) They will be subject in many 
respects to both State and Federal regu- 
lation with its inevitable conflicts result- 
ing in confusion and harassments. 


* * * 


Do you realize what effect this Bill, 
if passed, will have upon the economic 
and social welfare of the country? 

As regards the part of the Bill deal- 
ing with the holding company, it will 
destroy the very instrumentality by 
which the use of electricity has been 
made more dependable, economical and 
efficient, and more widespread in this 
country than in any other country in the 
world. In addition it will destroy or 
greatly impair the value of investments 
now held by millions of men, women, 
children, colleges, hospitals, churches 
and the like throughout this country. 
Its deflationary effects will be felt for 
years, and the discouragement and warn- 
ing which such legislation will give to 
all holding companies, which are for the 
most part an essential part of our in- 
dustrial life, will be incalculable in its 
effect. This country and its people can- 
not be governed by general prohibitions, 
but should be governed by reasonable 
regulation with the prohibition of 
specific “evils.” Reasonable regulation 
of the holding companies to prevent the 
recurrence of the specific evils of the 
past is not only sensible but desirable, 
and is shown by our past legislative his- 
tory to be the only way of remedying 
the evils which may exist in the present 
system. 

So much smoke has been sent up with 
regard to the proposed legislation de- 
stroying holding companies that I want 
to be sure to make absolutely plain to you 
gentlemen the effect of Titles II and 
III of the proposed Bill. These affect 


primarily the operating companies. 

The drafters of this Bill were not 
satisfied to destroy the holding company, 
but having done so and having separated 
operating companies into a number of 
comparatively weak units, they propose 
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that the Federal government should 
step in and take over the regulation 
which has been so long and satisfactorily 
carried on by the states so that in a 
very short period of time a great bu- 
reaucracy in Washington will be regu- 
lating the internal affairs of practically 
all of the electric utility companies in 
the United States. 


The result contemplated by the Bill 
far outreaches the popular concept of 
government ownership. From the time 
of the adoption of this Bill the Federal 
government will be in effect the super- 
manager of the affairs of most operating 
electric utilities. This in effect is gov- 
ernment ownership without the necessity 
of paying to the owners of the property 
any compensation. It is management 
by the government of the affairs of these 
utilities without responsibility for the 
mistakes that may be committed. 

This implies that political manage- 
ment is more trustworthy and more 
beneficent than private management in 
business, and that as government swells 
to omnipotence its citizens will be hap- 
pier and richer. These two propositions 
are exceedingly doubtful. For my part 
I cannot find proof of them in history 
from Sparta of old to Soviet Russia of 
today ; and I regard it as certain that the 
history of advancing liberty contradicts 
them both. No one doubts that sin 
exists, that greed and injustice have deep 
roots in the dispositions of normally 
immature man, and that social control 
is necessary in industrial and even in 
ecclesiastical organizations in order to 
protect us from these dangers. But most 
decidedly governments as well as indi- 
viduals are to be numbered among the 
sinners and _ self-seekers. This pro- 
gramme of reform seems to be domi- 
nated by the incredible superstition that 
government is exempt from the moral 
frailty of individuals, and that indus- 
try will be cured of its ills once bureau- 
crats take charge of it. What record 
of historical experience supports such a 
belief? Is it a reasoned principle or an 
ecstatic credulity? This anyhow must 
be admitted that the immense enter- 
prises to be handed over to bureaucrats 
were not created by bureaucrats. And 
I leave it to the students of social his- 
tory to decide whether the evils of ex- 
cessive profit-seeking in industry are not 
more easily curable than the evils of 
excessive power-seeking in government. 

Dr. Splawn, however, in his anxiety 
to prove that we should be dissolved, 
places it upon the ground that the util- 
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ity business is a local business and there- 
fore should not be under the ownership 
of holding companies. It is certainly no 
more local than the newspaper business. 

The great newspaper chains in this 
country, in my judgment, have rendered 
an immeasurable public service through 
the common ownership of a large num- 
ber of local newspapers. They have 
thus created a greater facility for the 
dissemination of news and the elevation 
of the standard of public information. 
Diversity, centralized control, continu- 
ity of management have all contributed 
enormously to this success and public 
service. 

These units, as well as the great cen- 
tralized publishing houses, operate ex- 
actly on the same basis as we operate; 
namely, a holding company which issues 
securities against common stocks of 
underlying operating corporations which 
in turn have outstanding senior se- 
curities. 


Is it any greater crime for me, with 
my associates, to represent a utility hold- 
ing corporation with offices located in 
the money market of the country, in 
order to obtain money for operating 
companies, which by the very nature of 
their business they are constantly in 
need of, than it is for the operators of 
a great newspaper holding company to 
have offices in the same city which is 
likewise the news as well as the finan- 
cial market of the country, in order 
to secure for their operating units 
these two indispensable necessities to 
their existence. I could cite you an 
infinite number of examples of other 
types and kinds of business operating on 
exactly the same kind of basis and I only 
mention newspapers because Dr. Splawn 
placed such emphasis on the local nature 
of our business. 

Judge Healy, on the other hand, says 
holding companies in utility industry 
should be abolished because utilities are 
monopolistic. This may be an excuse 
but is not a reason. ‘There is not an 
exclusive franchise in the Common- 
wealth & Southern system and any of 
you men could as readily establish a 
competitive electric utility in any town 
in which we operate as you could estab- 
lish a competitive newspaper. 

Over 80 per cent of the larger cor- 
porations functioning in America today 
are holding companies. ‘The Federal 
Trade Commission indictment is not an 
indictment of the utility holding com- 
pany or the utility business. It is an 
indictment of a system of business. It 
is also an indictment of an economic 
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period. “The practices of utility holding 
companies complained of occurred prior 
to 1929 and were common practices of 
all forms of business at that time. When 
I speak of business, I do not speak solely 
of the large corporation or the Wall 
Street speculator. I speak equally of the 
corner grocer, the small town manufac- 
turer and the farmer. 


Before adopting the death-dealing 
remedies suggested, it might be wise to 
consider the problem from its business 
as well as its legal aspects. Much has 
been said about the necessity of the 
regulation of interstate transmission of 
electric energy. There is no stream of 
current throughout the nation. In the 
great majority of cases electric energy 
is never distributed beyond a state ad- 
joining the state in which it is gener- 
ated. The actual figures for the year 
1933 may be helpful to you. 

1. The total number of kilowatt 
hours generated in the United States 
was 79,259,000,000 kilowatt hours. 

2. The total number of kilowatt 
hours distributed outside the state in 
which it was generated was 14,146,000,- 
000 kilowatt hours. Thus, only 17.8 
per cent of the total amount of elec- 
tricity generated was transported across 
state lines and distributed outside the 
state of generation. (For your infor- 
mation this percentage for the year 1934 
was 17.5 per cent.) 

3. Of this limited amount of current 
distributed in states other than the state 
of generation 13,317,000,000 kilowatt 
hours or 94.2 per cent was either trans- 
mitted and distributed by the companies 
by which it was generated or purchased 
by the distributing companies from com- 
panies with which they were affiliated. 

4. This leaves only 829,000,000 kilo- 
watt hours or only 1 per cent of the 
total of the kilowatt hours generated in 
the United States which were purchased 
by the distributing companies from non- 
affliated sources outside the state of dis- 
tribution, and this percentage is really 
the percentage which is the only proper 
subject of Federal inquiry or Federal 
legislation. For, as I intend to point 
out to you, only this small percentage 
is beyond the field of regulation and 
control by the state in which the cur- 
rent is actually distributed. 

And now let us consider the present 
state of the law, the greater part of 
which is of comparatively recent devel- 
opment, as applied to the facts of the 
industry. The Supreme Court of the 
United States has laid down very defi- 
nite rules defining the rights of the in- 
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dividual states to control the industry 
and to protect the consumer. 

A. The generation of electricity has 
been held to be intrastate and subject 
to regulation (taxation) by the state in 
which the generating plant is located, 
even though the electricity produced is 
automatically transmitted in interstate 
commerce. (Utah Power & Light Co. 
v. Pfost, 286 U.S. 165 (1932).) 

B. The distribution of electricity to 
the consumer has been held to be intra- 
state commerce and subject to the regu- 
lation of the state in which the consumer 
receives the electricity; and this is true 
even though the power is produced by 
the distributing company outside the 
state and imported for the purpose of 
distribution. (Pennsylvania Gas Com- 
pany v. Public Service Commission of 
New York, 252 U. S. 23 (1919) ; East 
Ohio Gas Co. v. Tax Commission of 
Ohio, 283 U. S. 465 (1931) ). 

C. The charges paid by the distrib- 
uting company to an affiliated source 
for services performed in the course of 
interstate commerce and for current re- 
ceived in interstate commerce are sub- 
ject to the supervision of and rejection 
by the regulatory body of the state in 
which the distributing company oper- 
ates. (Smith v. Illinois Bell Telephone 
Company, 282 U. S. 133 (1930); in 
Western Distributing Company v. Pub- 
lic Service Commission of Kansas, 285 
U. S. 119 (1932) ). 

D. This leaves only 1 per cent of 
the total generated electric output not 
subject to effective state control. And 
as to this 1 per cent there is obviously 
little need for regulation. Common 
business judgment should direct the lo- 
cal distributor to make the best bargain 
possible with the unrelated producer 
and to secure the best rate the market 
offers. But if the commercial instincts 
of the management should not be 
thought to afford sufficient protection 
to the ultimate consumer, there is the 
further safeguard in the power of the 
state commission to disregard excessive 
operating expenses in fixing the rate to 
the consumer. (St. Joseph Gas Co. v. 
Barker, 243 Fed. 206. See also Chi- 
cago & Grand Trunk Railway Company 
v. Wellman, 143 U. S. 339.) If, on 
the other hand, the costs were not 
demonstrably excessive and the contract 
was made in good faith, a federal com- 
mission or regulatory body would have 
no more authority to override the busi- 
ness judgment of the management in 
making the contract if an interstate rate, 
or charge, were involved, than would 
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the state commission in case of a state 
rate. 

You will note that the clarification 
of the law has been comparatively re- 
cent and I think it significant to realize 
how the development of State regula- 
tion has synchronized with this clarifi- 
cation. Since the Supreme Court de- 
cided the Illinois Bell Telephone Com- 
pany case in 1930 an extraordinary de- 
velopment has taken place in the effec- 
tiveness of state control over public util- 
ities, in the fields both of legislation and 
also Commission action. Under that 
decision the State Commission in all 
states may now and actually do inves- 
tigate, ascertain and arrive at the costs 
of supervisory services and wholesale gas 
and electricity to the operating compa- 
nies within their borders for the purpose 
of regulating rates. In addition to this 
type of control, however, a number of 
states go further under legislation 
adopted in large part since 1930, and 
actually control intercompany contracts 
and arrangements themselves. 


Legislation providing for regulation 
of contracts or arrangements for man- 
agement, service, sales of equipment and 
the like between local operating com- 
panies and affiliated companies has been 
adopted by no less than 21 states. The 
degree of statutory regulation therein 
varies from a mere requirement of filing 
to complete and continuing control by 
the State Commissions over all such con- 
tracts and arrangements and payments 
made thereunder. Generally, the Com- 
missions are given power to declare such 
contracts or arrangements invalid if 
they are found unreasonable or not in the 
public interest, or in the case of the New 
York Statute, if the charges made by the 
affliated company exceed its reasonable 
cost. 

In addition, a number of states have 
adopted laws designed to aid their Com- 
missions in eliciting information from 
holding and affiliated companies which 
are outside their particular jurisdictions. 
The scope of these statutes varies in dif- 
ferent states ; the most common provision 
requires full disclosure of information 
with respect to stock ownership in the 
operating utility company while many 
states go to the extent of permitting the 
Commission to make complete investiga- 
tions of the books, records and accounts 
of the holding and affiliated companies. 

Another recent subject of state regula- 
tory legislation is loans and advances by 
operating utilities to their holding and 
affliated companies. Since 1930 ten 


states have passed statutes requiring 
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Commission approval of all loans or 
advances by an operating utility to af- 
filiated interests. 

Recent statutes have also been adopt- 
ed in several states regulating payment 
of dividends by public utility companies 
and in five states the Commission is 
given authority, under certain circum- 
stances, to forbid the payment of divi- 
dends by public utility companies. 

Nearly half the states have enacted 
laws, many of which have been in 
existence for a considerable time, where- 
by the various State Commissions are 
given control over the acquisition of 
public utility stocks by other corpora- 
tions and several of the more recently 
enacted of such laws deal in terms with 
the acquisition of operating company 
stocks by holding companies. 


It would not be appropriate for me 
at this time to go into greater detail with 
regard to the recent advances made by 
the State Legislatures and Commissions 
in achieving effective regulation over all 
phases of the public utility companies 
operating within their borders, includ- 
ing particularly their relations with 
affiliated and holding companies. A de- 
tailed examination of the more recently 
enacted statutes would, I am sure, dem- 
onstrate even more clearly than the 
foregoing brief recital that effective state 
regulation can be, and in some instances 
at least, has already been achieved. 

I have discussed with you so far, the 
question of the relationship of the pro- 
posed Bill to the consumer and the lack 
of necessity, perhaps the lack of power, 
for Federal regulation (except perhaps 
at the expense of the complete destruc- 
tion of all state commissions) to protect 
the consumer. But, as ‘you may say, 
even though the condition of the law 
and the statutes of the states are now 
effective to prevent the utility companies 
from inflicting exorbitant rates on the 
consumer, there is still the problem 
of protecting the investors in the secu- 
rities of utility companies. 

In the first place, a great majority of 
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the states, through their own regulatory 
bodies, regulate the issuance of the secu- 
rities of operating companies, both with 
a view to protecting the consumer and 
the investing public. In addition, Con- 
gress in recognition of the fact that the 
great bulk of security sales takes place 
by the use of facilities of interstate com- 
merce, has very thoroughly and exhaus- 
tively provided for the protection of 
investors in all classes of securities— 
securities of public utility operating 
companies and public utility holding 
companies, as well as of other companies 
—by the enactment of the Securities Act 
of 1933 and the Securities Exchange 
Act of 1934. Under the Securities Act, 
the sale of securities of public utility 
operating companies and of public util- 
ity holding companies is in reality only 
possible if the proposed sale of securities 
is registered with the Securities and Ex- 
change Commission under the Securities 
Act. Not only does such registration 
require a detailed account of the history 
and financial set-up of the company pro- 
posing to issue the securities but, what 
is particularly significant in our present 
discussion as to Federal regulation of 
public utility operating companies and 
public utility holding companies, such 
registration requires a full disclosure of 


the relationship between the operating 
company and the holding company, of 
the personnel of both companies, of the 
stock ownership of the parent in the 
subsidiary, of all management, service 


and construction contracts between 
affiliated companies and of all material 
contracts between the affiliated com- 
panies which, in the case of public utility 
companies and affiliates would undoubt- 
edly include contracts for the purchase 
and sale of wholesale power. 
Moreover, when we consider that 
practically all of the public utility hold- 
ing companies are listed on some na- 
tional securities exchange, we realize 
that under the Securities Exchange Act 
of 1934 effective machinery has already 
been established by the national govern- 
ment to protect future investors in the 
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securities of holding companies and 
their subsidiaries—whether such securi- 
ties are already outstanding or are issued 
in the future. These companies are 
required to file with the Stock Exchange 
and with the Securities and Exchange 
Commission complete information as to 
the history and financial set-up of them- 
selves and their subsidiaries, the relation- 
ship between the holding company and 
the operating company, the management, 
service, construction and other material 
contracts between the holding company 
and all subsidiary and affiliated com- 
panies, the important employment, bonus 
and salary contracts of the chief em- 
ployees and the write-ups and write- 
downs since 1925 in the property, plant 
and equipment accounts of the parent 
and of the subsidiary. 


Moreover, the Securities Exchange 
Act has provided effective machinery to 
prevent the manipulation of security 
prices, the abuse of proxies in the con- 
duct of stockholders’ meetings and the 
making of profits by directors, officers 
and principal stockholders of companies 
through the unfair use of information 
with respect to their companies. More- 
over, as to any of the operating com- 
panies whose securities are listed on any 
such exchange, not only are the officers 
of the operating company held respon- 
sible for any failure to comply with the 
Act but the holding company that con- 
trols any such operating company is also 
subjected to liability. 

I dislike to make personal references 
but let me say to you that I am as 
anxious as you can possibly be to prevent 
the recurrence of abuses in this great 
industry. Likewise, if there are any 
gaps between the regulatory powers of 
the states and the regulatory functions 
of the Federal Government, I am as 
desirous as you to stop such gaps in order 
that the clever and the wily may not slip 
through to bring down upon this great 
industry once more a flood of criticism 
such as we have been subject to in the 
last few years. 











